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SENATE—Friday, September 16, 1988

(Legislative day of Wednesday, September 7, 1988)

The Senate met at 9:30 a.m., and was
called to order by the Honorable Bos
GraHAM, a Senator from the State of
Florida.

PRAYER

The Chaplain, the Reverend Rich-
ard C. Halverson, D.D., offered the fol-
lowing prayer:

Let us pray:

Out of the depths have I cried unto
thee, O Lord.

Lord, hear my voice: let thine ears be
attentive to the voice of my supplica-
tions.—Psalm 131:1-2.

Merciful Father, with heavy hearts
we hear the news of suffering people
in the path of Hurricane Gilbert, in
Bangladesh, as well as multitudes of
others who suffer oppression, home-
lessness, hunger, disease. As we enjoy
the comfort of beautiful weather,
pleasant surroundings, the blessing of
work and friends, more than enough
to eat, hear our prayers for those who
are hurting in ways we find impossible
to comprehend. Give us thankful
hearts, sensitivity ta those who hurt,
and the grace to respond to human
need when we are aware of it and the
opportunity is available.

Deliver us from selfishness, indiffer-
ence and ingratitude, we pray in His
name who is love incarnate. Amen.

APPOINTMENT OF ACTING
PRESIDENT PRO TEMPORE

The PRESIDING OFFICER. The
clerk will please read a communication
to the Senate from the President pro
tempore [Mr, STENNIS].

The legislative clerk read the follow-
ing letter:

U.S. SENATE,
PRESIDENT PRO TEMPORE,
Washington, DC, September 16, 1988.
To the Senate:

Under the provisions of rule I, section 3,
of the Standing Rules of the Senate, I
hereby appoint the Honorable BoB GRAHAM,
a Senator from the State of Florida, to per-
form the duties of the Chair.

JoHN C. STENNIS,
President pro tempore.

Mr. GRAHAM thereupon assumed
the chair as Acting President pro tem-
pore.

RECOGNITION OF THE
MAJORITY LEADER
The ACTING PRESIDENT pro tem-
pore. Under the standing order, the
majority leader is recognized.

RESERVATION OF LEADER TIME

Mr. BYRD. Mr. President, I thank
the Chair. I ask unanimous consent
that the time of the two leaders be re-
served.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered.

MORNING BUSINESS

The ACTING PRESIDENT pro tem-
pore. Under the previous order, there
will now be a period for the transac-
tion of morning business for not to
extend beyond the hour of 10 a.m.,
with Senators permitted to speak
therein for not to exceed 5 minutes
each.

The Senator from Wisconsin.

ARMS CONTROL WILL BRING A
BETTER LIFE FOR AMERICANS

Mr. PROXMIRE. Mr. President, this
is the fourth in a series of speeches
this Senator is delivering on why the
future will be better for Americans
even if the country suffers severe re-
cessions or even depression. Today I
will discuss the safer future for our
country because of progress in arms
control—both nuclear and convention-
al. The bright side of nuclear weapons
is that they have built a massive road-
block in the way of another world war.
A major all out war involving the su-
perpowers would obviously bring the
total destruction of both countries.
Such a war would spell swift and cer-
tain death to most persons residing in
the United States and the Soviet
Union. Neither nation could win.
There would be only losers. Freedom
would be among the first casualties.
We know that. The Soviets also know
it. This and this alone is what has kept
the peace in Europe for more than 40
years—the longest period of European
peace in more than four centuries.
The great good news is that the terri-
ble and certain destruction of nuclear
war is likely to keep the peace for gen-
erations to come. Unless, unless, unless
the nuclear technology achieves a
breakout that persuades one side or
the other that it can attack with such
assured precision that it can totally
eliminate the nuclear capability of the
adversary.

At this moment the technology arms
race that would bring on weapons that
could strike over oceans and conti-
nents at the speed of light—186,000
miles per second—races on. As the
technology of nuclear weapons pro-

ceeds mostly in the guise of developing
defenses against the adversary nuclear
weapons, both sides advance weapons
that are more complex, more hair trig-
ger, more susceptible to human error,
and that could bring on a nuclear hol-
ocaust.

Into this dangerous situation comes
arms control. Arms control can and
should slow and then stop the onrush-
ing technological race to world de-
struction. Here is how: First and above
all the superpowers need an agree-
ment to stop the quintessential heart
of the technological nuclear arms race,
nuclear weapons testing. Right now
the United States and the Soviet
Union age progressing but slowly. The
superpowers are conducting a joint
verification experiment. In the Decem-
ber 1987 summit agreement in
Moscow, the two nations agreed on
conducting nuclear tests on the terri-
tory of each, which tests are observed
with monitoring devices by experts
from both countries. The United
States and the Soviet Union have dif-
fered on which method of detection
and monitoring is preferable. The
tests may settle that difference. If
they do then the threshold tests ban
treaty that was signed but not ratified
back in 1974 and the Peaceful Nuclear
Explosions Treaty of 1976 may at long
last win ratification. Is this progress?
Not much. But it just may begin to
erode the argument that we must not
sign an agreement with the Soviet
Union to stop nuclear weapons testing
because the Soviets would cheat and
we could not detect their cheating. An
agreement to end nuclear weapons
testing is the prime prerequisite to
making any reduction in the number
of nuclear arms mean something. Why
is it so necessary to stop technological
progress in nuclear weapons? Because
without a halt in nuclear weapons
technology a 50-percent or even a 90-
percent reduction in nuclear warheads
or megatonnage could be overcome by
the improvement testing could help
bring to the accuracy, penetration
ability, and the invulnerability of a far
smaller nuclear weapon arsenal. The
bad news is that we have been pro-
gressing much too slowly. But the
good news, and it is very good news, is
that we are talking and making
progress—however slow.

The spread or proliferation of nucle-
ar weapons has been the nightmare
that has concerned thoughtful fight-
ers for peace ever since Hiroshima. So
far we have been far more successful
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than was thought possible 25 years
ago. Lately there has been further
progress on a few fronts. For example,
Saudi Arabia, following criticism of its
purchase of ballistic missiles from
China has now told the United States
it could sign the Nonproliferation
Treaty. Also, South Africa, long a
holdout against agreeing to comply
with the Nonproliferation Treaty, has
now agreed to sign it. Keep in mind
that the Nonproliferation Treaty re-
quires signatories to permit unan-
nounced international inspection to
assure that plutonium and uranium is
not being processed into the essential
weapons grade basis for nuclear weap-
ons. The overwhelming majority of
nonnuclear nations that have the eco-
nomic and scientific capacity to
produce nuclear weapons have now
signed the treaty.

And arms control is reaching out
beyond nuclear weapons. There has
been progress toward a chemical weap-
ons treaty. The Soviet Union and the
United States have both provided de-
tailed information about their chemi-
cal stockpiles and storage locations.
They have also allowed international
teams of inspectors to tour a chemical
facility. Of course, the big enchilada
for opening the economic future to a
better life for Americans is an agree-
ment with the Soviet Union to mutual-
ly and verifiably reduce conventional
forces. Now both sides have agreed on
the first step toward conventional
force reductions. This is an exchange
of accurate data on troop strengths in
Europe and especially the use of
onsite inspections to resolve discrepan-
cies between estimates.

What all of this adds up to is that
while arms control has moved ahead
slowly and cautiously the internation-
al community led by the super-powers
are making progress toward a world in
which the major power peace of the
past 43 years will continue for decades,
perhaps centuries to come. This would
permit a better world for Americans
regardless of the economic trauma of
recession or depression that may
ensue in coming years. So we can look
forward not just to smile through our
tears, but to Americans living out
their lives in peace, without the an-
guish of war.

Mr. President, I yield the floor.

The ACTING PRESIDENT pro tem-
pore. The Senator from Vermont.

ATMOSPHERIC
CONTAMINATION—V

Mr. STAFFORD. Mr. President, few
chemicals have enjoyed the success
and popularity of chlorofluorocarbons,
better known to most of the world as
freons. And, for good reason.

Chlorofluorocarbons—CFC's for
short—seem to be a miracle chemical.
They are stable, nontoxic substances
that can be put to thousands of differ-
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ent uses without fear that they will
burn, explode, or poison anyone or
anything.

In fact, they seem to have only one
shortcoming—they destroy the ozone
layer in the stratosphere that shields
life on Earth from the deadly ra.dl-
ation of the Sun.

The ozone layer is often referred to
as a shield, but it is in reality a zone
about 35 kilometers thick in which
ozone molecules are thinly spread.
There are so few of these molecules of
ozone that if they were compressed,
the layer would be only as thick as a
plastic trash bag—about 3 mils.

As thin as this layer may be, it is all
that stands between life on Earth and
the searing radiation of the Sun,
which is mainly ultraviolet light. An
unprotected cell exposed to ultraviolet
light can be literally exploded on con-
tact. Even filtered by the ozone shield,
ultraviolet light is still potent enough
to blister skin, disrupt plants, and de-
stroy small marine organisms.

The Environmental Protection
Agency [EPA] estimates that a 10-per-
cent depletion of the ozone layer
would cause nearly 1.9 million new
cases of skin cancer a year, including
65,000 cases of melanoma, which is fre-
quently fatal.

Scientists are also concerned that ul-
traviolet light might cause damaging
changes to our biological ecosystems
that sustain all life on Earth.

The ozone depletion theory was first
advanced in 1974 by two California sci-
entists, Drs. F. Sherwood Roland and
Mario Molina, who concluded that
CFC's released into the atmosphere
cause the depletion.

That’s bad news, because the ozone
in the stratosphere screens out more
than half of the ultraviolet radiation
that would otherwise reach the sur-
face of the Earth.

Roland and Molina found that
CFC'’s survive all of the destruction
processes found at lower levels, but are
shattered by the ultraviolet light
when they reach the stratosphere.
The chlorine atoms that are freed by
the destruction of the CFC’s then go
to work destroying ozone molecules.

Since CFC’s have a life of up to 150
years, which means that, even if we
had heeded the 1974 warning of
Roland and Molina, we would still face
more than a century of ozone deple-
tion.

But, we would not have been pre-
pared for the surprise that astounded
even our best scientists.

Even those most perceptive scien-
tists who agreed with the ozone deple-
tion findings of Roland and Molina an-
ticipated a slow reaction rate in gas
phase chemistry of the atmosphere.

But, the extreme cold of the Antarc-
tic—the coldest place on our planet—
froze the water vapor in the air and
formed clouds of ice particles in the
stratosphere. These are known as
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polar stratospheric clouds and their
ice particles provided a solid medium
that vastly increased the speed of the
reaction between the chlorine and
ozone.

Thus, the clouds made possible the
runaway reaction that created the
huge hole in the ozone layer over the
Antarctic. Once again, we have been
reminded that nature does not always
behave as mankind would like it to.

Although there were early doubters
of the Roland and Molina findings,
there is now virtually no doubt that
CFC's do destroy the ozone layer and
that a runaway reaction happened
over the Antarctic because of the ex-
treme cold. A question that remains is
whether such runaway reactions may
occur elsewhere,

I will describe evidence in future
talks that this may, indeed, be taking
place at this instant—not thousands of
miles away in the Antarctic, but in my
home State of Vermont and through-
out the rest of the Appalachian chain
of mountains and the States in which
they are situated.

Mr. President, I ask unanimous con-
sent a chart showing production and
release of chlorofluorocarbons from
1931 to 1984 be printed in the REcorbp.

There being no objection, the chart
was ordered to be printed in the
RECORD, as follows:

PRODUCTION AND RELEASE OF CHLOROFLUOROCARBONS,
1931-84

{in thousand metric tons]

CFC-11 CFC-12
Production  Release  Production  Release
0 0 05 0l
g a0 17 5
3 1 63 30
7 I 165 139
gl 1§ %2 328
25 A1 687 561
8 a0 w94 fl
05 21 185 997
781 654 181 1145
923 800 1464 139
1l 950 10l 1555
1278 1083 1901 1754
141 1213 216.2 195.

! 1. !
206.6 321 299
263 2269 341 321,
306. 255.8 379, 349,
349, 2924 4233 381.
369, 3214 442, 4185
341 3108 381, 404.
3398 3167 40 3904
320. 3039 382, 3.
308. 2836 n. 1.
289, 263.7 381, 331,
289, 250.8 350. 332.5
286. 482 351, 340.
14 2385 328, 3314
917 2528 395, 433
3124 L1 2 3594

0 = zero, or ess than 90 metric tons,
Mate: For additional information, see Sources and Technical Notes.

Source: Chemical Manufacturers Association.

Mr. STAFFORD. I thank the Chair.
I will continue these discussions.

Several Senators addressed the
Chair.

The ACTING PRESIDENT pro tem-
pore. The Senator from Vermont.
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COMMENDING ROBERT T.
STAFFORD

Mr. LEAHY. Mr. President, I wish to
commend the distinguished senior
Senator from Vermont for the series
of speeches he has been giving on the
environment. I will speak further
about this at a later time, but it is typ-
ical of my distinguished senior col-
league that he has set out very care-
fully, seriously, and methodically and
with great expertise his concerns
about the environment.

I would commend all Senators to
read or listen to what Senator STaF-
FORD has been saying. He gives a warn-
ing about the dangers to our environ-
ment that all of us would do well to
heed. They are warnings based not on
casual observance, but on a lifetime of
experience and his experience here es-
pecially in the Senate where he has
certainly been one of the leading envi-
ronmentalists of this century. -

So I commend the distinguishe
senior Senator from Vermont for
doing this as he finishes a distin-
guished career in the Congress. He
leaves us, with these statements, just
one more part of the legacy that Sena-
tor StarrorDp has given on behalf of
his native State of Vermont, a legacy
that we can all share on both sides of
the aisle.

Mr. STAFFORD. Mr. President, if
the Senator will yield only briefly, I
will just say how much I appreciate
his very kind words this morning, the
words of my very dear friend, as well
as colleague, from Vermont. I am very
grateful for them. I thank him.

BUSH ON DUKAKIS' FARM
POLICY

Mr. LEAHY. Mr. President, I notice
that as we vote here in the Senate, or
as we come into the Senate for differ-
ent things, most Senators will take a
moment to stop by the wire service re-
ports and check the AP and UPI wires.
You can imagine what kind of a reac-
tion there might have been if they had
picked up a wire service report and
read a story that started with this
lead: “George Steinbrenner charges
that Tip O'Neill is anti-Red Sox."”

No one would take that kind of a
statement seriously. Maybe it is obvi-
ously wrong. We would probably check
the date to see if it had an April 1 date
on it. But it would be more than
wrong. Such a statement would actual-
ly stand the truth on its head.

I am afraid the permanent Presiding
Officer of this body has made a simi-
lar statement. Vice President GEORGE
BusH has recently made just such an
erroneous Alice-in-Wonderland state-
ment about Michael Dukakis’ farm
policy.

Vice President BusH recently im-
plied Governor Dukakis might support
a grain embargo. He based this state-
ment on a news story that claimed a
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Dukakis aide said the Governor might
reexamine the use of an export subsi-
dy program in selling grain to the Rus-
sians.

GeoRGE BusH is dead wrong on this.
Michael Dukakis has told me face to
face that he is opposed to grain em-
bargoes. As chairman of the Senate
Agriculture Committee, I was quite in-
terested in what his position might be.
I went up to Massachusetts, sat down
with him and asked him. He was most
emphatic, as he has been throughout
his campaign, that he opposes grain
embargoes. This is something GEORGE
Busa knows and his campaign knows.
But GeorcGE BusH was more than dead
wrong about Mike Dukakis’' position
on embargoes.

In fact, his own administration, the
Reagan-Bush administration, fought
the enactment of and, even after it
became law, refused to use the very
farm export program that GEORGE
BusH mistakenly claimed Michael Du-
kakis opposed. So everybody under-
stands what the program is, it is called
the Export Enhancement Program.

It was Vice President BusH's admin-
istration, not Mike Dukakis, which
called the Export Enhancement Pro-
gram “totally counterproductive.”

It was Vice President BusH's admin-
istration, not Mike Dukakis, which
called the Export Enhancement Pro-
gram “highly objectionable.”

It was Vice President BusH's admin-
istration, not Mike Dukakis, which
said the Export Enhancement Pro-
gram may be contrary to the national
security interests of the United States.

Even after the Congress established
the Export Enhancement Program
over this administration’s strong ob-
jection, Vice President BusH's adminis-
tration refused for months to use the
program to promote grain sales to the
Soviet Union.

The ACTING PRESIDENT pro tem-
pore. The time of the Senator has ex-
pired.

Mr. LEAHY. I ask unanimous con-
sent to proceed for 4 more minutes.

Mr. McCONNELL. I object.

The ACTING PRESIDENT pro tem-
pore. Objection is heard.

Mr. McCONNELL. Let me just say
to my friend from Vermont, the
reason for my objection, it is the un-
derstanding of the Senator from Ken-
tucky the way of handling morning
business was on the basis of arrival.

My friend from Vermont either in-
tentionally or unintentionally jumped
in front of the Senator from Ken-
tucky, who has been sitting here for
some time. I will be happy to withdraw
my objection provided that I get my 5
minutes.

I ask unanimous consent that the
Senator from Kentucky be allowed to
proceed for 5 minutes at the comple-
tion of the remarks of the Senator
from Vermont.
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The ACTING PRESIDENT pro tem-
pore. Is there objection?

Mr. HARKIN. I object. Might I in-
quire of the Presiding Officer how
long morning business goes today?

The ACTING PRESIDENT pro tem-
pore. Morning business is scheduled to
be completed at 10 a.m.

Mr. HARKIN. Might I also inquire
further of the Senator from Kentucky
how long he wants to speak?

Mr. McCONNELL. Five minutes, I
just asked in the UC.

Mr. HARKIN. I have no objection.

The ACTING PRESIDENT pro tem-
pore. Without objection, the Senator
from Vermont will proceed for an ad-
ditional 4 minutes to be followed by
the Senator from Kentucky for 5 min-
utes.

Mr. LEAHY. I will try to be brief,
Mr. President. I note to the Senator
from Kentucky it has been my experi-
ence we have gone back and forth
across the aisle during morning busi-
ness. First the one Republican and
then one Democrat, one Republican.
That is why I assumed we were doing
it the way we always had.

While the administration refused for
months to use the program to promote
grain sales to the Soviet Union, we saw
the United States share of Soviet
wheat import go from 21 percent to 1
percent. That is the Reagan-Bush po-
sition on trade embargoes. It was, in
effect, a de facto trade embargo.

When this decision was reviewed in a
contentious meeting in the Oval
Office, according to the Washington
Post, the Secretaries of State, Treas-
ury, Agriculture, and Defense were
there; the head of the CIA, OMB, and
the U.S. Trade Representative were
there. GEORGE BUSH was not.

I do not know personally whether he
was there or not. I think it is only fair
to ask, if you were there, what posi-
tion, Mr, Vice President, did you take?
If you were not there, where were you
when your own administration was
making its toughest foreign policy ag-
riculture decision?

As I have been watching this Presi-
dential campaign in recent weeks, I
have been outraged and, at times, sad-
dened. I have been outraged to see the
patriotism of an outstanding American
attacked because he believes that a
democratic nation should respect the
religious convictions of its citizens.

I have been saddened to watch the
most negative Presidential campaign
that I can remember in my lifetime.

Political debate is the lifeblood of a
democracy. When political debate is
poisoned by error, half-truth, and in-
nuendo, the whole body politic suffers.

I ask Mr. BusH to check his facts
next time before he speaks.

I yield the floor.

The ACTING PRESIDENT pro tem-
pore. The Senator from Kentucky is
recognized.
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THE ANTICORRUPTION ACT OF
1988

Mr. McCONNELL. Mr. President,
yesterday I joined my colleagues, Sen-
ators BipeEN, THURMOND, METZENBAUM,
SiMon, and DEConcin in introducing
S. 2793, the Anticorruption Act of
1988. Mr. President, the Biden-McCon-
nell bill represents a three-pronged of-
fensive against corruption at all levels
of our society—by expanding Federal
jurisdiction and increasing penalties in
election fraud cases, by restoring the
authority of the Federal Government
to investigate and prosecute corrupt
local officials, and by restoring the
Federal Government’'s law enforce-
ment role against white-collar crime
and other private fraud.

Let me just take a minute to discuss
how this bill came about as a way of
explaining why it is so vitally impor-
tant.

Mr. President, we sometimes think
of election fraud as a bygone thing in
this country but it is not. Unfortunate-
ly, in my State it has been a long-
standing tradition, one that we do not
talk about with any great pride. Last
fall, the Louisville Courier Journal,
one of our two statewide newspapers,
did an extensive study on election
fraud in Kentucky. It found rampant
abuse, something we all suspected
anyway. We have seen it over the
years—vote-buying, intimidation at
the polls, contributions for contract
deals, and multiple voting practices. It
also found that many of these offenses
were committed with the assistance of
officials who were supposed to keep
the process clean, that is, the local
election supervisors.

Now, since that exposé, new cases of
vote fraud have been rolling in at an
alarming rate. Obviously, the exposé
did not stop anybody. Last month, one
woman was found to have voted three
times and although she cast a vote for
her dead husband, she never even
bothered to vote in her own name. In
a recent roundup of corrupt officials, a
local grand jury handed down indict-
ments on three election officers and
three vote buyers on 53 counts of elec-
tion fraud. These offenses were com-
mitted after Kentucky’'s General As-
sembly enacted the most sweeping an-
tielection traud measures in its histo-
ry, earlier this year.

Mr. President, I ask unanimous con-
sent that three recent articles on elec-
tion fraud in Kentucky appear at this
point in the RECORD.

There being no objection, the arti-
cles were ordered to be printed in the
RECORD, as follows:

[From the Times (Cumberland Falls)
Tribunel
S1x INpICTED IN CLAY CoO. ON 53 COUNTS OF
VotE FRAUD

MaNcHESTER, Ky.—Three election officers
and three alleged vote-buyers have been in-
dicted by a Clay County grand jury on 53
counts of vote fraud, a prosecutor said.
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The sealed indictments returned Friday
stem from a single precinet in last May's
primary election, Assistant Attorney Gener-
al Andrew T. Coiner said, but he would not
name the precinct.

Clay is the second county to issue major
vote-fraud indictments involving the May
primary amid heightened concern about
Kentucky election practices.

The Clay County charges included bribing
voters, unlawful voter assistance, aiding the
impersonation of voters and allowing people
to vote more than once, Coiner said.

“We had one lady who voted three times
and never once in her own name,” Coiner
said, adding that one of the names she used
was her dead husband’s.

“It's unbelievable,” he said.

In Knox County, County Clerk Troy
Hampton, former Judge-Executive Don I.
Bingham, Assistant County Attorney Paul
Baker and County Treasurer Jack Ketcham
were among more than 20 people indicted in
June and July. The charges grew out of ac-
cusations in the 86th District state House
race among Bingham, incumbent Caroline
White, who won the election and Paul F.
Lewis.

Friday's indictments grew out of the same
House race, as well as allegations in the 21st
District state Senate race between incum-
bent Gene Huff and state Rep. Albert Rob-
inson, Coiner said.

Robinson, who lost the election, filed suit
in Clay Circuit Court in June, alleging
voting improprieties in six precincts and
seeking to have himself declared the winner,
He dropped the suit in July after Huff filed
counter-allegations,

The 86th District includes seven precincts
in Clay County: Manchester, East Manches-
ter, Whites Branch, Harts Branch, Horse
Creek, Garrard and Pigeon Roost.

Coiner said investigators have been told of
other alleged improprieties in about six
other precincts. Additional indictments are
expected, he said.

The indictments were sealed to avoid com-
promising the continuing investigation and
revealing the identities of the approximate-
ly 50 witnesses who have testified before the
grand jury, Coiner said. In addition, he said
he hopes those indicted will cooperate and
help lead “to the money suppliers or people
on up the ladder.”

Coiner said he hopes to conclude the in-
vestigation by the end of October,

Clay Circuit Judge Clay M. Bishop issued
an order Friday designating the grand jury
a special grand jury for election matters
only and authorizing it to continue meeting
until the current investigation is over.

Clay Commonwealth’s Attorney B. Robert
Stivers, whose office is assisting the investi-
gation, requested the attorney general's
office be called in. Stivers declined to com-
ment on the indictments.

Coiner said two voters who were arrested
last month for allegedly disobeying a sub-
poena and failing to appear to testify before
the grand jury have since testified after
spending five days in the Clay County Jail.
However, contempt-of-court charges remain
pending against Leon North, 55, and Irene
Smith, 37, both of Bluehole, who were re-
leased from jail under $500 cash bond each.

CrLay GRAND JURY INDICTS 6 IN VOTE-FRAUD
CasE
(By William Keesler)

ManNcHESTER, K¥.—A Clay County grand
jury yesterday indicted six people on vote-
fraud charges stemming from last May's pri-
mary election.
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The indictments were sealed, but Assist-
ant Attorney General Andrew T. Coiner
said they contained a total of 53 counts and
named three election officers and three al-
leged vote-buyers from a single precinct.

The charges included bribing voters, un-
lawful voter assistance, aiding the imperson-
ation of voters and allowing people to vote
more than once, he said.

“We had one lady who voted three times
and never once in her own name,” Coiner
said, adding that one of the names she used
was her dead husband's,

“It’s unbelievable,” he said.

Clay is the second county to issue major
vote-fraud indictments this year amid
heightened concern about Kentucky elec-
tion practices.

More than 20 people were indicted in June
and July on charges related to vote fraud
during the May primary in Knox County.
They included County Clerk Troy Hamp-
ton, former Judge-Executive Don L
Bingham, Assistant County Attorney Paul
Baker and County Treasurer Jack Ketcham.
The charges grew out of accusations in the
86th District state House race among
Bingham, incumbent Rep. Caroline White
and Paul F. Lewis,

Coiner said yesterday that the Clay
County indictments grew out of the same
House race, as well as allegations in the 21st
District state Senate race between incum-
bent Gene Huff and state Rep. Albert Rob-
inson. Robinson, who lost the election, filed
suit in Clay Circuit Court in June, alleging
voting improprieties in six precincts and
seeking to have himself declared the
winner. But Robinson dropped the suit in
July after Huff filed allegations of his own.

Coiner would not name the precinct in-
volved in yesterday's indictments, The 86th
District includes seven precincts in Clay
County—Manchester, East Manchester,
Whites Branch, Harts Branch, Horse Creek,
Garrard and Pigeon Roost.

All seven had lopsided results. White, who
won the election, beat Bingham 235-4 in
Manchester, 153-6 in East Manchester, 41-5
in Whites Branch, 90-4 in Harts Branch, 59-
1 in Horse Creek and 62-5 in Pigeon Roost,
according to results listed by the Clay
County Election Commission. However,
Bingham defeated White 114-21 in Garrard.

Huff beat Robinson 387-24 in Garrard,
215-22 in Horse Creek and 87-15 in Whites
Branch, but lost Manchester 105-40 and
Pigeon Roost 173-104.

Coiner said investigators have been told of
other alleged improprieties in about six
other precincts. Additional indictments are
expected, he said.

He said yesterday's indictments were
sealed to avoid compromising the continu-
ing investigation and revealing the identi-
ties of the approximately 50 witnesses who
have testified before the grand jury. In ad-
dition, he said he hopes those indicted will
cooperate and help lead “to the money sup-
pliers or people on up the ladder.”

The attorney general's office was called in
at the request of Clay Commonwealth's At-
torney B. Robert Stivers, whose office is as-
sisting the investigation. Slivers declined to
comment on the indictments. Coiner said he
hopes to conclude the investigation by the
end of October.

Also yesterday, Clay Circuit Judge Clay
M. Bishop issued an order designating the
grand jury a special grand jury for election
matters only and authorizing it to continue
meeting until the current investigation is
over. The grand jury, empaneled in May to
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investigate all crimes in the county, had
been scheduled to disband next month.

Coiner said witnesses have presented a
vivid picture of corrupt practices. He said
the precinct involved in yesterday's indict-
ments had a system that allowed voters to
present themselves at the polling place and
ask for a particular election officer. An elec-
tion officer routinely went into the voting
booth with voters, even though the law
allows an officer to assist only voters who
cannot read or write or who are physically
handicapped.

Although voters are required to sign a
voter-assistance form if they need help, “no
voter-assistance forms were filled out in this
precinet,” Coiner said.

He said testimony showed that the elec-
tion officer would pull all the levers for the
voter. When the two emerged from the
booth, the officer would motion to cam-
paign workers outside the polling place that
the person had voted the right way. The
gampaign workers would then pay the voter

10.

Some witnesses said as much as $5,000
may have been spent in that precinct the
day of the primary. Coiner said. He said
many voters interviewed by investigators
were almost totally ignorant of what was on
the ballot.

“They don't know the names of candi-
dates,” he said. “They don't know whether
they're voting for president or dog catcher.
I asked one man ... who was on the ballot
that day and he said Wilkinson and Bush.”

Gov. Wallace Wilkinson was on the ballot
in May and November of 1987, but not this
year. Republican presidential nominee
George Bush was on the ballot March 8
during the Super Tuesday primary, but not
on May 24.

Coiner said two voters who were arrested
last month for allegedly disobeying a sub-
poena and failing to appear to testify before
the grand jury have since testified after
spending five days in the Clay County Jail.
However, contempt-of-court charges remain
pending against Leon North, 55, and Irene
Smith, 37, both of Bluehole, who were re-
leased from jail under $500 cash bond each.

[From the State Journal, Aug. 30, 19881

VoreE Fraup ROUNDUP

“It's unbelievable,” said Assistant Attor-
ney General Andrew Coiner of a Clay
County woman who voted three times, but
not once in her own name, in last May's pri-
mary. The woman even voted in the name
of her dead husband.

However extraordinary the circumstances
of the latest round of vote fraud indict-
ments, this time in Clay County, the
charges really are not all that unbelievable,
They only confirm what news stories and
official inquiries have pointed out previous-
ly: Elections in some counties and individual
precinets in Kentucky are about as honest
as elections held in the Soviet Union.
They're rigged from the outset and the
victor in those counties and precincts is the
candidate who is able to buy the most votes.

So far, grand juries in Knox and Clay
counties have handed down multiple indict-
ments against county and election officials,
vote buyers and sellers, and there is every
indication many more similar indictments
will be forthcoming.

The pattern is all-too familiar. Absentee
ballots are applied for wholesale using often
fictitious names. Election officers at pre-
cinets routinely enter voting booths with
voters to make certain the “right” levers are
pulled so the buyer of the vote gets his
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money's worth. Cash changes hands openly
at voting places and, like the Clay County
lady, some voters cast ballots here, there
and everywhere. Local prosecutors and the
Attorney General’s Office are hoping soon
to begin focusing on those higher up the
vote fraud ladder who supply the money
and influence to subvert the election proc-
ess,
Public attention was drawn to widespread
vote fraud by a series of stories last year in
the Louisville Courier-Journal and by the
findings of special commissions set up by
the Legislative Research Commission and
Attorney General Fred Cowan. Some long-
time observers, in Eastern Kentucky partic-
ularly, scoffed that vote fraud was so in-
grained in certain counties that no amount
of tough new laws and changes in voting
procedures would have much impact. The
blatant way in which election results were
manipulated in last May's primary in Knox
and Clay counties despite the much publi-
cized stiffening of election laws by the Gen-
eral Assembly would seem to confirm that
cynical attitude.

However, in the coming months, as dozens
of people in those counties—some of them
very important people—are brought before
the bar of Jjustice to account for themselves,
their example cannot be ignored by others
who may have committed vote fraud in the
past and are tempted to do so again. In the
long run, that may do more to clean up elec-
tions in Kentucky than anything yet tried.

Mr. McCONNELL. That indicates
the degree of public cynicism about
local law enforcement efforts against
these kinds of abuses. In fact, the law
enforcement record against such cases
in our State has been shameful. In all
of Kentucky’s experience of election
fraud over the last several years, only
one person has gone to jail, for a 1-day
sentence. The fact is that many of the
worst offenders are the local officials
themselves or the neighbors down the
street, and no one sitting on any local
jury is going to send these people to
jail.

That is why I have said that the
only way to clean up the election
fraud problem is to have the Federal
Government come in, supervise elec-
tions with Federal officers, and pros-
ecute offenders under Federal law in
Federal Court. That is what Congress
did in 1965 when it passed the Voting
Rights Act, to protect people’s rights
to vote even in local elections regard-
less of race. Ironically, the Govern-
ment never had to prosecute too many
violations of the Voting Rights Act.
Simply the declaration that the Feder-
al Government was then involved
stopped a lot of those practices. But
first, we had to arm the Federal Gov-
ernment with the power to uncover
and punish these abuses.

That is what I sought to do when I
introduced the Election Fraud Preven-
tion Act last year, to punish all elec-
tion offenses as Federal felonies,
expand the Federal Government's
power to investigate fraud and corrup-
tion, and authorize Federal law en-
forcement authorities to supervise
State and local elections.
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Now, the Biden-McConnell bill, Mr.
President, which was introduced yes-
terday, incorporates that concept but
also adds a number of provisions in
which the administration is interested.
We have before us a bill supported by
Attorney General Thornburgh, sup-
ported by the chairman of the Judici-
ary Committee, supported by both
conservative Republicans and liberal
Democrats. This is, indeed, a biparti-
san bill. It ought to pass and it ought
to pass soon.

The election fraud area is only one
portion of what this public corruption
bill seeks to improve. But election
fraud is still a serious problem in
America, not just in Kentucky but in
some of the big cities of the Midwest
and the North and in some of the
poorer, rural, one-party areas of the
section of the country represented by
the occupant of the Chair and myself.
So it is an ongoing problem and in my
judgment it is not going to stop until
the Federal Government has some
way of becoming involved in the en-
forcement in antielection fraud laws.

Since I introduced my first election
fraud bill, I found that the law en-
forcement fight against corruption is
not limited to vote fraud, but the Fed-
eral Government's entire anticorrup-
tion enforcement effort has been
placed at risk by one recent Supreme
Court decision, originating in Ken-
tucky, McNally versus United States.
This case held that Federal prosecu-
tors could not use the Federal mail
fraud laws to go after public and pri-
vate corruption, despite the fact that
mail fraud for many years has been a
vital tool in prosecuting corrupt offi-
cials. Essentially, the Supreme Court
said that corruption isn’t “fraud”
unless someone takes tangible proper-
ty away from someone else.

Mr. President, there may have been
some good legal arguments for this de-
cision, but there are 185 Federal cor-
ruption convictions on the books right
now which are based on mail fraud—
all at risk now as a result of the
McNally decision. Last November, a
Federal court threw out the 10-year-
old mail fraud conviction of former
Maryland Governor Marvin Mandel—
not because the court found Mandel
innocent; instead, the court reversed
because it no longer had a Federal law
on which to convict Mandel. When the
Mandel reversal came down, I voiced
my concerns about this decision on the
Senate floor, and followed up with a
guest editorial in the Washington
Post.

Mr. President, I ask unanimous con-
sent that my floor statement on that
occasion and a copy of my editorial
appear in the Recorp at this time.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:
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CoMMENTS ON MANDEL CONVICTION REVERSAL

Mr. McCONNELL. Mr. President, I would
like to call my colleagues' attention to a set
of articles which appeared on the front page
of the Washington Post today. The news
here ought to concern every Member of this
body, and I bring it up because I believe we
can remedy the situation quickly, through
legislation which I introduced only last
Tuesday: S. 1837, the Election Fraud Pre-
vention Act of 1987.

First there is the news, which must come
as a shock to most of us familiar with the
case, that the 10-year-old mail fraud and
racketeering conviction of former Maryland
Gov. Marvin Mandel was reversed yester-
day. As many of us know, Mandel was con-
victed in what seemed to be an airtight case:
Vast amounts of evidence and testimony in-
dicated that Mandel had helped a racetrack
get special treatment, in exchange for cash,
jewelry, vacations, and other benefits from
the track’s secret owners.

More shocking than the news of this re-
versal, however, is the court’s reason for
granting reversal: It wasn't that Mandel was
found innocent of the charges raised against
him; in fact, the court basically accepted the
evidence of Mandel's racetrack scheme. In-
stead, the court was compelled to reverse be-
cause it could find no Federal law on which
to convict Mandel,

Even though there was clear evidence of
government corruption, perpetuated
through the mails, the court couldn't find
any violation of Federal mail fraud stat-
utes—despite the fact that the statute has
been used for years to prosecute this kind of
corruption, especially against entrenched
politicians who can insulate themselves
from local investigation.

This denial of justice has its roots in a
recent Supreme Court case originating in
my home State. In McNally versus United
States, the High Court reversed the mail
fraud conviction of a high-ranking Ken-
tucky official who had set up a scheme to
funnel kickbacks on State contracts to a
Shell Co. controlled by the official.

In that decision, the Supreme Court held
that Government fraud wasn't really
“fraud,” because it didn't take tangible
property away from anyvone. The Court re-
jected arguments that citizens had a propri-
etary right to honest Government, saying
that Congress' intent in enacting fraud stat-
utes was limited only to ownership rights,
not democratic rights. Therefore, if you
take someone's money through a fraudulent
mail scheme, that's illegal; but if you put
the whole Government up for sale, that’s
not punishable under any Federal law.

Mr. President, not only is this decision
outrageous, but it also bodes great harm for
the future. It could overturn more than 185
earlier convictions of corrupt public officials
that were based on mail fraud. Many predict
that the Mandel case is only the beginning
of an avalanche of reversals. Further, the
McNally and Mandel decisions have tied the
hands of the Justice Department in at least
100 Government corruption cases now
under investigation.

Last, these cases send a clear message to
every Government official and citizen in the
land: That if an official can get entrenched,
and insulate himself from local investiga-
tion, then he can put his position on the
auction block without fear of the Federal
Government putting him behind bars.

Mr. President, this situation is closely re-
lated to another set of circumstances I de-
scribed last week: The practices of vote
buying and voter intimidation that go un-
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checked and unpunished in State and local
elections. Last week, I introduced the Elec-
tion Fraud Prevention Act of 1987, to clamp
down on these ignored crimes against the
democratic system,

But this bill also would go a long way
toward correcting the McNally problem, by
expanding the definition of “fraud” to in-
clude violations of Federal and State elec-
tion laws. I hope that we can schedule hear-
ings on my bill as soon as possible, and hope
to work with the Rules Committee to
strengthen the McNally provision of S.
18317.

I believe the Federal Government has a
compelling interest in weeding out corrup-
tion at all levels of government, wherever
Federal funds flow. We owe it to our tax-
payers, if not to all American citizens, to
ensure that government officials do not
abuse the democratic process which put
them in power.

Therefore, I urge my colleagues to take a
careful second look at the Election Fraud
Prevention Act of 1987, and work with me to
let the courts and the people know that we
are serious about stopping corruption in
government.

Mr. President, I ask unanimous consent to
insert into the Recorp at this time an edito-
rial which appeared in the Paducah Sun
yesterday, arguing the need for my bill, S.
1837, and urging quick action to address the
very real election problems I have spoken
on. So far, the response from my home
State has been very positive, and I expect
interest in the bill to increase once the re-
percussions of McNally begin to cause real
damage, as they have already with the
Mandel conviction.

Mr. President, I also ask unanimous con-
sent to submit for the ReEcorp the series of
articles which appeared in the Washington
Post today, on the reversal of Mandel's mail
fraud conviction, and on the dim prospects
for other convictions of this type.

There being no objection, the material
was ordered to be printed in the REcorp, as
follows:

[From the Paducah Sun, Nov. 12, 1987]

McConNNELL'S BiLL Is WORTH A TRY

Not long ago, a candidate for statewide
office met with our editorial board. A couple
of weeks earlier, the Louisville Courier-
Journal published an eye-opening exposé on
election fraud in Kentucky. We asked the
candidate, who had survived a hotly contest-
ed primary race, if such tales were so.

He told me a story about a county in east-
ern Kentucky. It seems a top county official
invited the candidate to come by for a talk
one day during the primary. After convers-
ing with the candidate for awhile, the offi-
cial said he thought they could get along,
and boasted that he could deliver 80 percent
of that county’s vote to the candidate. The
candidate left, obviously pleased.

Then, shortly before the election, the can-
didate was approached by a person he be-
lieved to be an emissary of his new-found
supporter. He told the candidate it was time
to come up with the money. The candidate
asked what he meant. The response was
that it was tradition, in return for the sup-
port of the county political machine, that
money be provided to pay some 100 or so
people to “assist” the election effort. The
candidate refused to pay. He said he fin-
ished last in that county, although he fared
pretty well in some surrounding counties
and won the statewide race.

To us, that was a rather sobering account.
Although the Courier-Journal investigation
indicated that the bulk of election fraud
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and vote buying takes place in eastern Ken-
tucky counties, it is nevertheless a practice
that can disenfranchise voters in other
parts of the state by swinging close state-
wide races in favor of the highest bidder. It
offends the very concept of democracy.

We know we have at least one person who
agrees with us on this: U.S. Sen. Mitch Mec-
Connell, R-Ky. Sen. McConnell has told us
up front that part of his concern stems from
his belief that Republican candidates in par-
ticular have been frequent victims of elec-
tion fraud in Kentucky, and cites examples
from his personal experiences as evidence.
But that personal motivation aside, we
agree with Sen. McConnell's view that the
time has come to take some serious steps to
do something about the problem, which is
by no means limited to rural areas of Ken-
tucky.

That is why we support new legislation
Sen. McConnell has introduced that would
toughen the penalties for fraud and voter
intimidation, and provide an opportunity
for federal supervision of polling places.

We emphasize the word opportunity, be-
cause voting fraud seems to be limited to a
few select regions of the country, and any
proposal for nationwide federal supervision
of the polls would be unspeakably expensive
and offensive to the concept of free elec-
tions.

Sen. McConnell’s bill would provide that
any candidate who is concerned about po-
tential fraud at specific polling places could
request that a federal observer be sent to
oversee voting activities there. Only in the
precincts where such requests are made
would there be federal supervision. Sen. Mc-
Connell believes such a system would deter
voter intimidation and tampering with bal-
lots and vote counts.

Of course, it would not necessarily stop
vote buying. To address that problem, Sen.
McConnell's bill would amend existing fed-
eral anti-fraud laws to make any type of
vote buying, selling, or trading of votes for
jobs, felonies. It would raise existing penal-
ties ($1,000 fines and up to 5 years in jail for
such activity) to $25,000 and up to 10 years
in jail,

Because the bill would apply to elections
to any government body receiving at least
$1,000 in federal money, its provisions would
not just apply to statewide races. Elections
to city governments and school boards
would also be covered.

Sen. McConnell says the mechanics of his
bill are inspired by provisions of civil rights
laws created to protect the rights of minori-
ty voters in the South. As he put it: “We
always have worried about civil rights for
the minorities. This is a bill that provides
civil rights for the majority. . . . this bill
will give people the right to cast an unin-
timidated ballot and let the winner truly be
the winner.”

We don't see Sen. McConnell's bill as a
total cure for the problem, and neither does
he, but we agree that it is a step in the right
direction.

As we told Sen. McConnell, we will favor
almost any reform measure that will serve
to make elections more honest and fair, so
long as the reforms are not unduly expen-
sive and do not give the incumbent an
unfair advantage. From what we know so
far about Sen. McConnell’s bill, it would
seem to pass those tests.—Jim PAXTON.
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ConvIcTIONS OVERTURNED IN MANDEL
RACEWAY CASE
(By Paul W. Valentine)

BartiMore, Nov. 12.—A federal judge
today overturned the 10-year-old mail fraud
and racketeering convictions of former
Maryland governor Marvin Mandel and five
associates in a reversal that stunned pros-
ecutors and brought at least temporary vin-
dication to the once-powerful Mandel.

U.S. District Judge Frederic N. Smalkin,
basing his ruling on a June Supreme Court
decision, said that Mandel and the others
were convicted in an overly broad use of the
federal mail fraud statute and all counts
against them therefore must fall. That Su-
preme Court decision prompted Mandel to
seek a new review of his case.

The ruling, if upheld on appeal, could lead
eventually to Mandel's criminal record
being expunged, restoration of his right to
practice law and the return of thousands of
dollars in fines levied against four of his as-
sociates.

Maryland U.S. Attorney Breckinridge L.
Willcox said he would appeal.

“Vindication is all that I've ever been
seeking, and the judge has provided that,” a
smiling Mandel, 67, said at a news confer-
ence just hours after the ruling. He said he
will not seek financial compensation for his
time in prison.

“I never did anything to hurt the people
of the State of Maryland or deprive them of
anything,” he said. “And the judge has just
said the same thing."”

Barnet D. Skolnik, the zealous federal
prosecutor who spearheaded the Mandel
prosecution, said yesterday that Smalkin's
decision doesn’t change anything.

“Nothing will ever change what Mr.
Mandel did,” Skolnik said. “He sold his
office . . . He sold out the people of Mary-
land and that's never going to change.”

Speaking in the office of his Baltimore at-
torney, Arnold Weiner, Mandel said he has
no plans to reenter politics, but left the pos-
sibility open by adding “at this time.” He
said his wife Jeanne, who sat by him at the
news conference, does not want him to run
for office again.

What kind of political position might be
open to Mandel is unclear. Since his release
from prison nearly six years ago, he has ac-
quired growing influence behind the scenes
in state politics and Maryland Gov. William
Donald Schaefer has said he is one of Man-
del's fans. Mandel has said that he has
turned down offers to lobby for various
groups.

Schaefer, who as mayor of Baltimore of-
fered Mandel a work-release job at City Hall
when Mandel had completed his prison time
in 1981, said yesterday, "I am not surprised
by the ruling. I have known Marvin Mandel
and Irv Kovens [one of the codefendants]
for years and never knew them to do any-
thing illegal.”

Today's decision was the latest in one of
the longest-running and most dramatic po-
litical sagas in Maryland's history. As gover-
nor—a post he first won by legislative ap-
pointment when Gov. Spiro T. Agnew
became vice president—Mandel was consid-
ered a master of politics and legislative
strategy. In the early 1970s, he shocked
Marylanders by leaving his wife Barbara for
another woman.

By the mid-1970s, he was caught up in the
scandals that swept Maryland, such as
taking a $50,000 loan from a Catholic fund-
raising order called the Pallottine Fathers
to help finance his divorce from Barabara
Mandel.

CONGRESSIONAL RECORD—SENATE

The case involving the Marlboro Race
Track unfolded with indictments of Mandel
and his codefendants in 1975 and a mistrial
in 1976 because of publicity concerning
jury-tampering allegations. After his convic-
tion in a second trial the following year,
Mandel appealed the case through the fed-
eral appellate courts and was ultimately
turned down by the Supreme Court.

Prosecutor Willcox expressed disappoint-
ment at today’s ruling but added, "I can’'t
say I'm totally surprised” in light of the Su-
preme Court decision on which Smalkin
based his ruling.

In that decision, made in June, the high
court held that mail fraud prosecutions
against state officials can be made only
when the fraud involves economic loss
rather than intangible losses, such as the
loss of good governance by public officials,
as charged in the Mandel case.

Mandel and five other defendants were
convicted in 1977 of 15 counts each of mail
fraud and one count of racketeering in an
alleged scheme to increase the value of
Prince George’s County’s Marlboro Race
Track in 1972 and 1973. The horse racing
track, now defunct, was secretly owned at
the time by the five codefendants, W. Dale
Hess, Harry W. Rodgers III, William A.
Rodgers, Irvin Kovens and Ernest N. Cory.

As governor, Mandel helped the track
obtain extra racing days, which are con-
trolled by the state and worth millions of
dollars in profits for track owners.

In exchange, according to prosecutors, the
tracks’ secret owners heaped money, jewelry
and vacations on Mandel, as well as finan-
cial assistance in his divorce and remarriage.

Mandel served 19 months in prison and
was disbarred. Hess, Kovens and the two
Rodgers were fined $40,000 each and impris-
oned for terms of one to three years. Cory
received a suspended sentence.

Mandel, who was released from prison in
late 1981 and has worked as a building con-
tracting consultant and sometime radio talk
show host, had sought repeatedly to get his
conviction overturned, ironically on much
the same grounds as Judge Smalkin provid-
ed for him today.

In various appeals, Mandel had contended
that both the indictment against him and
the trial judge's charge to the jury in 1977
referred primarily to defrauding the citizens
of Maryland of their right to “conscientious,
loyal [and] faithful . . . services"” of the gov-
ernor, all intangible values, rather than con-
crete economic worth, as required by the
federal mail fraud statute.

Smalkin agreed. Under the MeNally ruling
of the Supreme Court in June, he said, the
mail fraud statute “has been limited from
its inception to the protection of money and
property (rather than nonmonetary, i.e.,
“honest and faithful government") rights.”

The legislative history and intent of the
statute show that its reach “has logically
been as narrow as McNally’s interpretation
since the day of its enactment,” Smalkin
said.

The jury, he said, was incorrectly instruect-
ed to allow a “‘conviction if the jurors simply
became convinced that the defendants had
subverted the process of honest government
in Maryland. The evidence of concealment
of ownership of Marlboro shares and of
Mandel’s secret financial arrangements cer-
tainly showed that something fishy, and
perhaps dishonest, involving Maryland's
governor and some of those personally and
politically closest to him was going on."”

“Mandel might well have been bribed,”
the judge said. “His codefendants might
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well have bribed him. But however strong
the evidence of dishonesty or bribery, the
jury was told it could convict for something
that did not amount to a federal crime.”

Smalkin, a former U.S. magistrate and a
federal judge here for little over a year with
a reputation for painstaking scholarly re-
search, added in an unusual passage that his
ruling today ‘“has nothing to do with
[Mandel and his codefendants'] guilt or in-
nocence, in any moral sense."”

He said: “The people of Maryland, as a
matter of natural law, have and have always
had an inalienable right to good govern-
ment. A jury of 12 citizens found beyond a
reasonable doubt that the [defendants] had
deprived all the citizens of Maryland of that
right. This conduct, however, for reasons
amply set forth . .. cannot sustain a judg-
ment that the defendants were guilty of fed-
eral crimes. A final answer to the guestion
of [the defendants'] guilt or innocence, in
any broader sense than that, must await the
judgment of history.”

Willcox argued in court papers this fall
that bribery—the taking of tangible goods
for illegal purposes—underlay the mail
fraud and racketeering charges.

The case involved a “‘sordid tale of corrup-
tion, bribery and deceit at the innermost
sanctum of state government,” Willcox said.

But Smalkin ruled that while the word
bribery appears in the Mandel indictment,
its main thrust nevertheless was the loss of
intangible “good government” rights, and
both the racketeering charges and the un-
derlying fraud counts thus must be set
aside.

“We had hoped to persuade [Smalkin]
that this was a bribery case, an economic
deprivation case, unlike McNally,"” said Will-
coXx today. “But we failed.”

HicH CourT OPINION COULD JEOPARDIZE
OTHER FRAUD CASES

(By Ruth Marcus)

The Supreme Court decision that led to
the reversal of the decade-old conviction of
former Maryland governor Marvin Mandel
has also jeopardized scores of other prosecu-
tions and convictions of corrupt public offi-
cials and private citizens.

The high court’s ruling in June could
affect at least 185 convictions and 100 more
cases under investigation, and that estimate
is conservative, said Gerald E. McDowell,
chief of the Justice Department's Public In-
tegrity Section.

The decision severely restricted the reach
of the federal mail fraud law, enacted by
Congress in 1872 “to prevent the frauds
which are mostly gotten up in the large
cities . . . by thieves, forgers, and rapscal-
lions generally, for the purpose of deceiving
and fleecing the innocent people in the
country.”

In recent years, the law, which prevents
the use of the mails in any “scheme or arti-
fice to defraud,” has been a favorite tool of
federal prosecutors. They have used mail
fraud and its modern-day companion, wire
fraud, as a means of punishing conduct that
looks wrong yet may not be explicitly pro-
hibited under other federal statutes.

The theory—accepted by all the lower
courts to consider it, including the appeals
court in the Mandel case—had been that, in
the case of public officials who abused their
trust, citizens have been defrauded of their
“intangible rights"” to honest and impartial
government. Likewise, private individuals
have been convicted of mail or wire fraud
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for violating their fiduciary duty to their
employers or unions.

The rule among prosecutors has been,
“When in doubt, charge mail fraud,” said
Columbia University law professor John C.
Coffee Jr. “If it didn't fit into the clear pi-
geonholes of other statutes, you charged
mail fraud and charged generally a scheme
to defraud the public of the faithful and
honest services of public officials.”

The Supreme Court’s 7-to-2 ruling in
McNally v. U.S. ended all that.

In an opinion by Justice Byron R. White,
the court held that federal prosecutors
must show that the fraud caused actual eco-
nomic injury, not just intangible harm.

The ruling came in the case of James E.
Gray, cabinet secretary to then-Gov. Julian
M. Carroll of Kentucky, and Charles J.
McNally, a Kentucky businessman, who par-
ticipated in a scheme to funnel commissions
on state insurance business to an agency
nominally owned by McNally but in fact
controlled by Gray and another Kentucky
politician,

“Rather than construe the statute in a
manner that leaves its outer boundaries am-
biguous and involves the federal govern-
ment in setting standards of disclosure and
good government for local and state offi-
cials, we read [the mail fraud law] as limited
in scope to property rights,”” White wrote.

The opinion prompted an outraged dissent
by Justice John Paul Stevens., “Can it be
that Congress sought to purge the mails of
schemes to defraud citizens of money but
was willing to tolerate schemes to defraud
citizens of their right to an honest govern-
ment, or to unbiased public officials?" Ste-
vens asked in an opinion joined by Justice
Sandra Day O’Connor.

McNally's lawyer, Carter Phillips, termed
the ruling “about as good news as defense
lawyers have had in 10, 15 years."”

Assistant Attorney General William F.
Weld, head of the Justice Department's
criminal division, called McNally “a real
kick in the teeth” and said he had heard
“yelps from all over” the country as U.S, at-
torneys assessed the damage to convictions
and pending prosecutions.

In the aftermath of the decision, the
effect of which is considered retroactive:

The Supreme Court last month vacated
the conviction of former Cook County, Ill.,
circuit judge Reginald Holzer, sentenced to
18 years for mail fraud, extortion and rack-
eteering in the Operation Greylord scandal.
The high court returned the case to a feder-
al appeals court in Chicago for reconsider-
ation in light of the MeNally decision, which
could also imperil nine other Greylord con-
victions.

Prosecutors in New York dropped several
fraud counts against Rep. Mario Biaggi (D-
N.Y.) and three others in a case involving
charges that the Wedtech Corp. bribed
public officials to help obtain military con-
tracts.

Lawyers for former Wall Street Journal
reporter R. Foster Winans and two others
convicted in an insider trading scheme to
profit through advance tips about contents
of the Journal's Heard on the Street column
argued in the Supreme Court last month
that—under the reasoning in McNally—
their fraud involved only intangible harm
and that therefore their convictions should
be overturned.

Solicitor General Charles Fried contended
that MeNally did not apply because “proper-
ty was misappropriated here” in the form of
information belonging to the Wall Street
Journal.
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A federal judge in New York dismissed 46
of 54 mail and wire fraud counts in a major
Iran arms-smuggling case against 10 inter-
national businessmen accused to conspiring
to ship more than $2 billion in arms to Iran.

“The kinds of cases that are going to go
down the tubes I would call abuse of power
cases, where people like Gov. Mandel sold
his power,"” said G. Robert Blakey, a law
professor at Notre Dame. Mandel “didn’t
cheat on a particular contract. Nobody lost
anything. The state gained the revenue.
Who lost in the old-fashioned tangible
sense? The answer is nobody. But the gov-
ernment was for sale.”

Not all convictions challenged on the basis
of MeNally have been overturned. In Phila-
delphia, a federal judge last month rebuffed
an attempt by former city commissioner
Maurice Osser, found guilty in 1972 of a
scheme to take kickbacks from a printing
contractor, to win a new trial. The judge
said Osser failed to raise the issue earlier
and that giving him a new trial “at such a
late date . . . would create a manifest injus-
tice to the city of Philadelphia and its citi-
zens."

Rep. John Conyers Jr. (D-Mich.), chair-
man of a House Judiciary subcommittee on
criminal justice, has introduced legislation
to undo the McNally decision. The Justice
Department, meanwhile, is embroiled in an
internal dispute over what, if any, legisla-
tion to propose. While a number of federal
prosecutors and others are arguing for legis-
lation that would directly overrule the case,
some top department officials cite principles
of federalism and question the advisability
of that approach, department sources said.

In the meantime, said Associate Attorney
General Stephen 8. Trott, “it's a severe
blow." The law “has been used successfully
and effectively by federal prosecutors
against corrupt politicians,” he said. With-
out any hint of trouble from the Supreme
Court, “we thundered ahead in lots and lots
of cases."”

Now, he said, “We really have a lot of
repair work that has to be done.”

CLOSING THE “MANDEL LOOPHOLE"
(By Mitch McConnell)

The Post was most appropriately ambiva-
lent in its Nov. 15 editorial surveying the
aftermath of the recent Mandel decision.
The overturning of the 10-year-old mail
fraud conviction of former Maryland gover-
nor Marvin Mandel was the legally correct
thing to do, but it hardly was a vindication
of justice—even for Mandel himself, who
had long since completed his sentence for
use of the mails in connection with a kick-
back scheme. Further, the judge who threw
out the conviction hardly disputed the prior
allegations against Mandel's dealings, which
the judge himself characterized as ‘“fishy
and perhaps dishonest.”

Instead, Mandel's conviction was over-
turned because there no longer was any law
to prosecute him under. Four months earli-
er, in McNally v. United States, the Supreme
Court had declared that federal fraud stat-
utes were inapplicable to government cor-
ruption and that the laws didn’t protect citi-
zens' intangible property right te good gov-
ernment, This ruling was a tremendous blow
to federal prosecutors, who for years have
successfully used federal fraud statutes to
battle corruption in state and local govern-
ment.

When people are denied fair and honest
representation because of discriminatory
voting practices, election fraud, corruption
or other abuses of power, redress rarely is
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available at the local level. That is why Con-
gress stepped into the states in 1965 with
the Voting Rights Act, to eradicate a tradi-
tion of discrimination against minority
voters. For the same reason, federal fraud
prosecutions have been one of the few truly
effective remedies against entrenched, cor-
rupt local politicians.

The Supreme Court eliminated that
remedy, however, undermining nearly 200
past corruption convictions based on fraud—
starting with Mandel's—and bringing to an
abrupt halt at least a hundred current in-
vestigations. It's anyone's guess whether
these investigations will be completed in
good faith by state officials.

Nevertheless, The Post correctly noted
that the Supreme Court's reasoning was
“right,” even if the result seems disastrous.
Criminal statutes ought to be applied nar-
rowly and not used as blunt weapons against
every kind of offensive practice, however
egregious. The problem really is in the law
itself, which unduly restricts the federal
government’s role in setting high standards
of democracy, through fair elections and
honest government.

I have introduced legislation, the “Elec-
tion Fraud Prevention Act of 1987" (S.
1837), to broaden that role where federal in-
volvement is warranted. It would elevate
most election offenses—such as vote buying
and voter harassment—from misdemeanors
to federal felonies, deterring a form of cor-
ruption that state officials often ignore or
tolerate. The bill would strengthen federal
laws against trading government benefits
for campaign contributions, improving pros-
ecutors’' resources in fighting corruption.
And it would allow candidates to obtain fed-
eral supervision of election activity at poll-
ing places where wrongdoing is anticipated.

8. 1837 is not designed to completely over-
turn McNally or Mandel, since both rulings
clearly are on solid legal ground. Instead,
the bill repairs some of the damage these
decisions have caused and attempts to focus
Congress’ attention on the need for a better
defined and perhaps more active federal
role in the law-enforcement war against gov-
ernment corruption and election fraud.

Yet some believe that it's not the federal
government's business at all to stop election
and government abuses at the state level.
That was the argument used against the
Voting Rights Act of 1965: simply put, it is
the states' right to be as corrupt as they can
get away with, Fortunately, however, Con-
gress at that time recognized that it had an
obligation to protect the right of all Ameri-
cans to vote, without restrictions or harass-
ment. It could have left the problem for the
states to solve, but instead it acted with con-
viction and wiped out voting discrimination
within just a few years. It's anyone's guess
whether those entrenched practices still
would be around had Congress not taken
the lead.

Mr. McCONNELL. I wrote then, and
still believe, that the Mandel case is
just the beginning of an avalanche of
anticorruption reversals. Further,
McNally and Mandel have tied the
hands of the Justice Department in
over 100 pending corruption cases.

So that brings us to the legislation
we introduced yesterday, the Biden-
MecConnell Anti-Corruption Act. That
bill is based on another measure I in-
troduced with my good friend the Sen-
ator from South Carolina, Senator
THURMOND, in June on this year. The
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earlier bill, called the Anti-Public Cor-
ruption Act, specifically met the prob-
lem of fighting Government corrup-
tion after McNally. That bill was put
together with the invaluable assist-
ance of the Justice Department, which
also has played an important role in
shaping this new, broader approach.

The new measure we introduced yes-
terday, S. 2793, is the product of long
negotiations with key members of the
Senate Judiciary Committee, negotia-
tions that were conducted in the spirit
of true bipartisan cooperation, in
which we refined and expanded the
administration bill to develop a com-
prehensive law enforcement response
to public and private corruption.

This bill will restore—and to some
extent enlarge—the Federal Govern-
ment’s authority to investigate and
punish corruption at every level by
making it a Federal offense to deprive
citizens of the honest services of any
public official or employee; by making
it a felony to deprive any private orga-
nization of the honest services of an
employee; and by making it a felony to
deprive citizens of a fair and impartial
election process—through vote buying,
voter coercion, or executing fraudu-
lent election forms. Finally, this bill
imposes new penalties against corrup-
tion and election fraud, to send a
signal that the Federal Government is
no longer going to tolerate these
abuses at any level of society.

Let me say in conclusion, Mr. Presi-
dent, that we cannot wait another
year in the fight against corruption in
this country. We need this bill—ur-
gently: Kentucky needs this bill; citi-
zens who are trying to fight an en-
trenched Tammany hall in their home
town need this bill; prosecutors who
are trying to weed out white-collar
crime need this bill; voters who don’t
want to be afraid when they go to the
polls, and who want honest elections
in their precincts need this bill.

I am committed, as I know my col-
leagues who have worked with me are
as well, to getting this bill passed this
year. There is strong bipartisan sup-
port for this measure. The administra-
tion is fully behind this bill, and I ask,
Mr. President, that a letter from At-
torney General Richard Thornburgh
in support of this bill appear in the
REcorp at this point.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

OFFICE OF THE ATTORNEY (GENERAL,
Washington, DC, September 15, 1588.
Hon. JosepH R. BIpEN, Jr.,
Chairman, Committee on the Judiciary, U.S.
Senate, Washington, DC.

DEAR MR. CHAIRMAN: This letter is to ex-
press the strong support of the Department
of Justice for your bill, the Anti-Public Cor-
ruption Act of 1988. This bill, which builds
upon the proposal in this area sent to Con-
gress by the Administration last May, would
greatly strengthen and improve federal laws
relating to public corruption. We are grate-
ful to you and the bipartisan group of Sena-
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tors (i.e. Senators Thurmond, McConnell,
DeConcini, Simon, and Metzenbaum) join-
ing you in sponsoring this measure and
hope that it can be enacted before the end
of the Session.

The core of the bill is a proposed new sec-
tion 225 in title 18, United States Code, that
would punish schemes to deprive or defraud
the inhabitants of the United States or a
State of the honest services of their public
officials and employees, both elected and
appointed. This section, which is very simi-
lar to the legislative remedy suggested by
the Department, would restore federal cov-
erage of public corruption schemes that was
lost last year as a result of the decision of
the Supreme Court in McNally v. United
States, 107 S.Ct. 316 (1987), which overruled
a long line of lower court precedents and
adopted a narrow construction of the mail
fraud statute under which only schemes to
obtain money or property could be prosecut-
ed, not schemes to deprive the citizenry of
the intangible right to the honest services
of their public officials. Moreover, section
225 contains substantial improvements over
the pre-MeNally mail and wire fraud stat-
utes. The new section would increase the
penalties for public corruption schemes
(from a former maximum of five to a maxi-
mum of twenty years' imprisonment), and
would extend federal jurisdiction over cor-
ruption schemes that affect interstate or
foreign commerce or that use any facility of
such commerce, not merely schemes in
which the mails or an interstate wire com-
munication is used. The broader jurisdiction
provided in the proposed legislation will
enable the government to prosecute a wider
range of corrupt conduct and thus better
protect the public.

In addition, the bill would restore much of
the ground lost under McNally with respect
to the ability to prosecute private sector
schemes seeking to subvert the honesty and
loyalty of officers and employees of an orga-
nization such as a partnership or corpora-
tion. With respect to public corruption
schemes, the bill would also create new
criminal and civil sanctions to protect em-
ployees who bring such schemes to the at-
tention of law enforcement authorities and
cooperate in the investigation. While not as
important, in our view, as the core provision
in section 225, we do not object to these ad-
ditional proposals, which are clearly de-
signed to further strengthen the bill.

Qur vigorous support for the bill is, how-
ever, primarily founded upon the positive
impact that the legislation, in our judg-
ment, would have on the Federal Govern-
ment's ability to prosecute public corruption
schemes. We believe the citizens of this
country are entitled to honest government,
and that the United States, consistent with
sound principles of federalism, must play a
major role in insuring that most basic of in-
tangible rights. Prosecution of public cor-
ruption cases has been one of the Depart-
ment's largest priorities since the mid-1970s
and if anything has increased in recent
years, in part because of the proven link be-
tween public corruption and large scale drug
trafficking. As a result of the Supreme
Court's unexpected McNally interpretation
last year, a sizable gap currently exists in
the federal statutory arsenal that can be
employed against corrupt public officials in
all States throughout this nation. Prompt
enactment of your bill, such as through an
amendment to the omnibus anti-drug legis-
lation that will shortly be considered by the
Senate, would close this gap and would rep-
resent a major bipartisan accomplishment

September 16, 1988

of the 100th Congress. The Department of
Justice, and the Administration, stand ready
to do whatever is necessary and appropriate
to help achieve that goal.
Sincerely,
Dick THORNBURGH,

The momentum is out there in Ken-
tucky and in the rest of the Nation to
keep up the fight against corruption.
Thus, I urge my colleagues to join me
and my friends on the Senate Judici-
ary Committee, in supporting this
vital legislation.

I yield the floor.

The PRESIDING OFFICER (Mr.
ConNraAD). The Senator from Iowa.

Mr. HARKIN. I thank the Chair.

A SAD AGRICULTURE RECORD

Mr. HAREKIN. Mr. President,
GEORGE BusH the other day made
some weak attempts to address farm
policy when he was in the Middle
West. Typically, he misstated what we
Democrats stand for in the way of
farm policy, rural policy, and he also
again typically ignored the Reagan-
Bush administration’s sad record on
agriculture and rural America.

1 have been in Congress now 14
years, Mr. President. I have devoted a
great deal of my time and effort to leg-
islation to preserve our family farm
and ranch system of agriculture and
our small towns and communities. So I
would like to bring out a few facts this
morning to set the record straight on
who stands where for our farmers,
ranchers, and rural America.

As President Reagan said, facts are,
indeed, stubborn things, so let us look
at some of those. GERoGE BusH likes to
brag about the administration’s agri-
culture policy. Well, I do not want to
hear any more bragging from him.
What I would like to see him do is go
out and get a representative sample of
farmers, and ranchers, I do not care
from where, and ask them one simple
question that President Reagan asked
the American people a few years ago:
Are you better off today than you
were before the Reagan-Bush adminis-
tration came into office? I challenge
him to ask any group of farmers or
ranchers that simple question. In fact,
I would go even further. Have him
bring together some people from our
small towns and communities and ask
them if their small towns and commu-
nities are better off today than they
were when this administration came
into office.

I do not need to hear the answer,
Mr. President. I know you do not
either. But Vice President BusH obvi-
ously needs to hear that answer.
Maybe then he will understand what
the Reagan-Bush administration has
done to our farmers and ranchers.

According to their own Department
of Agriculture figures, the United
States now has 275,000 fewer farms
and ranches than it had in 1980, but
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that figure is not entirely correct.
Those are their figures. They do not
include the thousands and thousands
of farm and ranch families who have
lost virtually all of their operations
but have managed to hang on to just
enough to qualify as a farm under the
Department of Agriculture’'s defini-
tion.

Precise figures are difficult to
obtain, but I am convinced that an ac-
curate figure would show that around
600,000 or more family farms and
ranchs have gone out of business
during the Reagan and Bush years.

Look at farmland values. Farmland
values in my State are still less than
half of what they were in 1980. A
recent Iowa farm survey conducted
before the drought showed 21 percent
of Iowa farmers were in marginal or
stressed financial condition. One out
of every five.

Well, this administration likes to say
that farmers are a little bit better off
than they were a few years ago. That
is true in part. But I always point out
that one is infinitely more than zero.
The Reagan-Bush administration let
farmers get beat down so far, then
they give them a little bit of money,
and said, “Well, you are better off now
than you were a couple of years ago.”
But our farmers are not nearly where
they were at the beginning of this ad-
ministration.

We do not need a lot of statistics,
though, Mr. President, to see what has
happened in rural America during the
Reagan-Bush years. Just drive down
any rural road in the Midwest and
count the vacant houses, the farm
buildings that have fallen into disuse,
the abandoned orchards, gardens, and
groves, drive through our small towns;
count the number of businesses that
have closed up, the people who have
moved away. We all have read, seen,
and heard about the financial crises
and human tragedy that have oc-
curred in rural America in the past
few years.

What was the Reagan-Bush adminis-
tration doing during this catastrophe?
Well, first of all, it was in Federal
court foreclosing on family farms and
ranches, arguing that it had no obliga-
tion to follow laws specifically de-
signed by Congress to help family
farmers and ranchers keep their land.
It came to Congress arguing that less
money was needed to provide help to
financially distressed farm and ranch
families and rural communities. In the
midst of the farm crisis, it argued that
the solution to the problem was lower
commodity prices for our farmers. For
a long time the administration even
denied there was a problem.

While farmers were going out of
business at alarming rates, spending
on farm programs went up and up. In
fiscal year 1980, outlays for Govern-
ment price support and related pay-
ments were $2.8 billion. In fiscal year
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1986 the figure had risen to an as-
tounding $25.8 billion. The administra-
tion claims that they have had a suc-
cessful farm policy. Well, under poli-
cies set by this administration, the
Federal Government will have spent
over $128 billion over 8 years in price
and income supports, and yet 600,000
farms have already gone out of busi-
ness.

If that is success, we cannot stand
much more of that kind of success.
But where has the money gone? It
goes to a few—just like the rest of the
Reagan-Bush administration’s policies,
their tax policies and everything else.
A few get a lot, and the rest get little.
Well, it is now expected that in this
yvear alone we will be spending some-
where in the neighborhood of about
$11 billion-plus drought relief, and
more farmers will go out of business
again this year.

GeEORGE BusH says he wants to
expand agricultural exports. We all
do. But again look at the Reagan-Bush
record. In fiscal year 1981, the value of
U.S. agricultural exports was $43.8 bil-
lion. By 1986 it had fallen to $26 bil-
lion. USDA has estimated that maybe
for fiscal year 1988 it will be $34 bil-
lion, still below what the figure was
for 1981. Again, these figures have not
even been adjusted for inflation.

Well, here is another interesting
point, Mr. President. I see the Presi-
dent in the chair now is from the great
State of North Dakota. I know the dis-
tinguished President sitting in the
chair has a great deal of interest in ag-
riculture, knows his State well, and
was actively involved. I know also in
opposing the Soviet grain embargo
that the Reagan administration
always likes to talk about—the grain
embargo under the Carter administra-
tion that we all opposed. But, lo and
behold, who has GeEorGeE BusH put on
his foreign policy advisory panel? He is
the architect of the 1980 grain embar-
go—Zbigniew Brzezinski. This is the
guy who devised the grain embargo.
Now he is advising GEORGE BUsH.

I think the farmers, the ranchers of
North Dakota, Iowa, and the rest of
the country ought to know who is
going to be calling the shots in the
GeEorRGE BusH administration, the
same guy who called the shots on the
grain embargo.

Mr. President, the other day GEORGE
BusH said Democrats want to “control
farmers’ lives”—want to get in there,
control them all, and all of that. I
have a little news for them. On
Monday of this week I spent a work-
day in the county ASCS office in
Clarke County, IA. I am just amazed
at the burdensome amount of paper-
work our farmers and our ASCS per-
sonnel have to go through today com-
pared to what they did before the
Reagan-Bush administration. I mean
form after form; it almost seems that
for a farmer to do anything now the
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farmer has to come into the ASCS
office, get approval, sign something,
fill out a form, and go back before the
farmer can do it. I might just point
out again, Mr. President, that I know
you will be interested in this. From
1985 to 1987 the number of ASCS em-
ployees in Iowa went from some 1,100
to more than 1,900—more bureaucrats
and fewer farmers. Lord knows we
have lost a lot of farmers in Iowa. But
the number of bureaucrats hired to
serve those left have gone up, and yet
it is GeorcE BusH who is saying we
Democrats are the ones who want to
control the farmers’ lives. As Al Smith
said, “Look at the record,” and the
record is just the opposite.

This administration promised to get
the Government out of farming but it
has intruded in every aspect of farm-
ers’ operations—conservation plans;
PIK payment; PIK certificates coun-
tersigned; a set-aside, come in and
verify it; a ground cover, come in and
verify it; the feed programs, come in
and verify; everything requiring moun-
tains of paperwork.

In fact, I do not know—I say to the
President sitting in the Chair—what
the State of North Dakota is doing
right now, but I can tell you in Iowa
ASCS offices close at noon 3 days of
every week. They are open from 8
until noon. Then they close their
doors. Why? So they can get the pa-
perwork done in the afternoon. Mr.
President, that is a sad state of affairs.
We increase the number of employees,
cut down the number of farmers, and
close the doors at noon so they can get
the paperwork done, and yet GEORGE
BusH says it is we Democrats who
want to “control farmers’ lives"”"—non-
sense.

It is we Democrats who want to
make sure the farmer gets income
from the marketplace, and not from a
government paycheck. People are
saying in Iowa now that what the
farmer is farming is a small strip be-
tween his back door and the mailbox.
That's the path used to go out and get
that government check. Let us put the
farmers back to farming their fields,
and make sure farmers get their
income from the market, and not from
a government paycheck, because we
have seen what happens when you get
it from the government paycheck. You
get the paperwork, and you get all of
this burdensome intrusion into farm-
ers’' daily lives.

I want to take this time to set the
record straight. It looks like we are
going to have to keep setting the
record straight for the next 50-some
days until the election as long as Vice
President BusH and Senator QUAYLE
are out there misrepresenting what
this administration has done to farm-
ers and ranchers and rural communi-
ties in the last 8 years.
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Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER., The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. BYRD. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

NOMINATIONS OF WOMEN

Mr. BYRD. Mr. President, last
Friday, the President criticized the
Senate for holding up the nominations
of 40 women for various positions in
the Federal Government.

Up to this date in time, the Senate
has confirmed 228 women for full-time
positions in the administration. A
review of the number of women await-
ing Senate confirmation for full-time
positions shows that, as of last Friday,
only 18 of these nominations had not
completed the confirmation process.
That is the same day that the Presi-
dent criticized the Senate for holding
up the nominations of 40 women. The
old math and the new math come out
the same. No matter which way you
look at it, the President was wrong.

Let me say again: A review of the
number of women awaiting Senate
confirmation for full-time positions—I
am not talking about part-time posi-
tions on boards where they may meet
once a year or once every 2 years, or
whatever; I am talking about full-time
positions—shows that as of last
Friday, the same day the President
made his statement, only 18 of these
nominations had not completed the
confirmation process. This week, two
more nominations were received for
full-time positions. Out of the 20 posi-
tions pending in the Senate, 15 of
these nominations have been sumitted
to the Senate since June 20 of this
year.

Any reading of these numbers does
not justify any charge or implication
that the Senate is failing to act on the
nominations of women for high-level
Federal positions.

While the President deserves credit
for the nomination of the first woman
to sit on the Supreme Court, Sandra
Day O’Connor, his record of nomina-
tions of women for the Federal Bench
over the past T% years is not a stellar
one.

This administration has had two
terms in which to nominate women for
Federal courts. However, out of 409
total nominations, only 35 have been
women. During a 4-year administra-
tion, President Carter nominated a
total of 258 persons for article III
courts, and out of that number 40
were women. That was in 4 years, as
against more than 7% years under this
administration.
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Thus, as compared to the Carter ad-
ministration, the present administra-
tion has not only nominated fewer
women to positions on the Federal
bench during twice the number of
years, but also, their percentage of
women nominated out of the total
number of nominations is only 8.6 per-
cent as opposed to the 15.5 percent
achieved by the Carter administration.

During my service in the Senate, I
have promoted women to many posi-
tions of responsibility, and I will con-
tinue to be willing to carefully consid-
er the merits of all nominations, in-
cluding the 20 women nominees pres-
ently pending before the Senate. I
repeat: Confirming 228 out of 248
nominations of women for high-level,
full-time Federal positions is hardly
one of going slow on nominations of
women.

SOUTH CAROLINA PROCLAMA-
TION TO SUPPORT SEPTEM-
BER 16, 1988, AS “POW/MIA
RECOGNITION DAY"

Mr. THURMOND. Mr. President, I
rise to commend the State of South
Carolina and Gov. Carroll Campbell
for issuing a proclamation to support
the Congress of the United States and
the President in proclaiming Friday,
September 16, 1988, as “National
POW/MIA Recognition Day.” The
sacrifices of American prisoners of war
and missing in action and their fami-
lies are deserving of national recogni-
tion.

Our Nation must continue to be re-
lentless in seeking a full accounting of
the 2,400 Americans still missing in
Southeast Asia. President Reagan has
continuously proclaimed his total com-
mitment to a full accounting. Recogni-
tion day is to remind all Americans
that we must maintain our vigilance
until this tragedy is resolved. It is en-
couraging that progress has been
made with Hanoi in seeking a full ac-
counting, as a result of negotiations
between Gen. John W. Vessey, Jr., and
Hanoi officials last year.

Mr. President, our great and patriot-
ic State of South Carolina stands
firmly behind the President and the
Congress in joining all Americans on
this special recognition day to focus
our efforts on a full accounting of
POW’s and MIA’s. I ask unanimous
consent for the South Carolina procla-
mation to be printed in the CoNGRES-
sioNAL REecorp following these re-
marks.

There being no objection, the procla-
mation was ordered to be printed in
the RECORD, as follows:

PROCLAMATION BY Gov. CarRroLL A. Camp-
BELL, JR., ON NATIONAL POW/MIA RECOG-
NITION DAY
Whereas, the United States has fought in

many wars; and

Whereas, thousands of Americans who
served in such wars were captured by the
enemy or are missing in action; and
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Whereas, many American prisoners of war
were subjected to brutal and inhuman treat-
ment by their enemy captors in violation of
international codes and customs for the
treatment of prisoners of war and many
prisoners of war died from such treatment;
and

Whereas, the sacrifices of American pris-
oners of war and Americans missing in
action and their families are deserving of
national recognition.

Now, Therefore, I, Carroll A. Campbell,
Jr., Governor of the State of South Caroli-
na, do hereby proclaim Friday, September
16, 1988, as: “National POW/MIA Recogni-
tion Day"” in South Carolina and urge all
South Carolinians to observe such day with
appropriate ceremonies and activities.

THE SUPREME COURT'S ROLE IN
PROMOTING WOMEN'S RIGHTS

Mr. PACKWOOD. Mr. President, I
rise today on the matter of the Su-
preme Court and the role it has played
in the fight for women's rights. Gains
in the battle for women’s rights have
been slow and incremental. In fact, all
of us committed to women's rights are
still fighting for such basics as the
equal rights amendment. And as late
as 1961, the Supreme Court found it
constitutional to exclude women from
serving on jury duty unless they vol-
unteered because it would interfere
with their homemaking responsibil-
ities.

In 1971, for the first time, the Su-
preme Court held that government
policies and laws that discriminated on
the basis of sex must be subjected to a
stricter standard of scrutiny under the
equal protection clause of the 14th
amendment. Under this new standard,
the Court struck down statutes that
gave preference to men over women.

The Supreme Court's 1973 decision
in Roe versus Wade to legalize abor-
tion was a necessary step in the politi-
cal process to enfranchise women. The
Court recognized that women cannot
take their equal place in society unless
they are able to control their fertility.
Justice Blackmun, in writing for the
majority in that case, stated that
there is a fundamental right to per-
sonal privacy that is broad enough to
encompass a woman’s decision wheth-
er or not to terminate her pregnancy.

At the time of the Roe decision, only
four States permitted a women to con-
sult with her physician to make her
own decision to terminate her preg-
nancy. Many States sought to discour-
age abortions by establishing severe
criminal penalties. While these laws
were in place, enforcement was diffi-
cult, if not impossible, because there
was little incentive to report the abor-
tion to law enforcement authorities.
Family members who may have known
of an abortion were naturally not
eager to have the woman condemned
as a criminal. Indeed, I think there are
few among us today, even those who
oppose the Supreme Court's decision,
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who would argue that women who
choose abortion should be prosecuted
as criminals.

As a supporter of a woman's right to
choose an abortion even before the Su-
preme Court’s historic decision, I am
deeply disturbed by Justice Black-
mun'’s recent remarks that there is a
very real possibility that the Supreme
Court may overturn the Roe versus
Wade decision in the Court’s next
term. Justice Blackmun, in an address
to a group of law students several days
ago, spoke in broad terms about the
possibility that the Court may reverse
itself on this issue due to the addition
of several new members on the Court
since the decision was handed down.
Of these three new appointees, one is
decidedly against the Court's jude-
ment in Roe. The other two may be
deciding factors in any case involving
this precedent. As Justice Blackmun
said, a key factor in the Court's review
of a case involving the right of abor-
tion might hinge on how these newer
justices view the principle of stare de-
cisis, or settled law.

In addition to the Supreme Court,
women's rights advocates should also
be concerned about the judicial ap-
pointments to lower courts. These ap-
pointments are significant because the
majority of cases are decided at this
level and are never brought before the
Supreme Court.

The Roe decision signaled the begin-
ning of truly national controversy on
the issue. The 15th anniversary of the
decision took place in January of this
year, yet the issue is as politically and
emotionally charged as ever. One has
only to look at the evening news to see
the placards of antichoice and pro-
choice voters at every campaign event
held by candidates running for Presi-
dent. ¥

Many of us in this body know only
too well that the abortion issue is the
single most important issue to a large
number of voters. And I am only too
aware that the largest number of
single issue voters on the abortion
issue are those opposed to the Court’s
1973 decision. The abortion issue has
become one of the most discussed and
voted upon by the Congress. Oppo-
nents of the Supreme Court’s decision
do not pass up too many opportunities
to attach an abortion rider to bills not
even remotely related to women's
rights or health. Antichoice legislators
have found that an effective way to
delay action on bills is to use the
threat of an abortion amendment to
hold the legislation hostage.

Over the last 7 years, Congress has
had numerous chances to review the
basic premise of the Court's decision
on abortion, but the Congress has
barely been able to hold the line on
maintaining a woman's right to abor-
tion. One important exception is the
Senate’s recent vote to expand the
availability of Medicaid funded abor-
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tions to victims of rape and incest.
However, the House of Representa-
tives refused to go along with the
Senate position. In addition, the Presi-
dent threatened to veto the entire ap-
propriations bill solely because of this
Medicaid funding provision for abor-
tions. Prochoice Senators were nar-
rowly defeated on this issue when they
attempted to stand firm on their posi-
tion that a woman's right to abortion
should not depend on her income.

We are now faced with the fact that
the current Supreme Court is by no
means assured of sustaining the deci-
sion in Roe versus Wade and with the
almost certain possibility that there
will be at least one vacancy on the
Court that the next President will fill.
This makes it critical for the Congress
to redouble its efforts to maintain the
gains that women have won in the
area of abortion rights and continue to
push for gains in other areas such as
child care, parental leave and the
equal rights amendment. I pledge that
this Senator will do what he can to
ensure that the battle for women's
rights will continue until all women
are able to take their equal place in so-
ciety.

DEATH OF WILLIAM A.
EDWARDS

Mr. SHELBY. Mr. President, I would
like to note for my fellow Senators
that a gentleman who was a friend to
many of us, William A. Edwards,
passed away on August 25. Bill will be
remembered by his friends and ac-
quaintances as an aggressive, but fair-
minded, lobbyist on many of the im-
portant energy issues of the past
decade.

Bill lost a tough battle with lung
cancer, but not before establishing
himself on Capitol Hill as an effective
spokesman and representative for the
electric utility industry, particularly
on nuclear issues. Bill never was one to
shy away from a tough fight, and his
efforts on behalf of both the Seabrook
and Shoreham nuclear plants were im-
portant in Kkeeping those plants
headed down the path to final licens-
ing.

Bill Edwards was also a man who
truly loved people. Beginning with his
wife Linda, and their two children,
Jim and Chris, Bill’s circle of friends
spread far and wide. From his days as
a newspaper editor and political activ-
ist on Long Island, to the years he
spent here in Washington, Bill was
always on the lookout for ways to help
others. Whether it was advice on an
issue, help on a project or a tip on a
job, Bill Edwards always had an idea
he was willing to share.

As a Vietnam combat veteran, Bill
also possessed a deep love for his coun-
try and a strong commitment to its
Government. He loved working in the
political arena because he believed in
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it, and he was fortunate enough to
have talents that allowed him to be a
true contributor and leader. His lead-
ership on such legislation as the Nu-
clear Waste Policy Act of 1982 and the
Electric Consumer Protection Act of
1986 was key in helping those bills
reach the President's desk and become
law.

Bill Edwards will be missed on Cap-
itol Hill, and he will be missed by all
those who knew him and worked with
him. Bill’s family should be proud of
the contributions he made to his
friends and his country, and he will be
remembered as a good man who
worked hard for that in which he be-
lieved.

SYRIA STRIKES AGAINST
LEBANESE DEMOCRACY

Mr. HELMS. Mr. President, Syrian
intervention in the current Lebanese
Presidential election is a calculated
effort to destroy the constitutional
system of Lebanon. President Amine
Gemayel's term of office under the
Lebanese Constitution ends Septem-
ber 23. To date, Syrian dictator Hafez
Assad has systematically prevented
the election of a legitimate successor
to President Gemayel, further proof
that Assad is a threat to peace in the
Middle East.

According to the Constitution, the
Lebanese Parliament elects the Presi-
dent who must by tradition be selected
from the Christian community. The
Prime Minister and the Speaker of
Parliament by tradition are selected
from the Muslim community.

Assad first tried this August to
impose his puppet, former President
Suleiman Franjieh, as the sole candi-
date. The majority of Christian and
Muslim deputies living in East Beirut
in protest boycotted the Syrian-or-
chestrated election on August 18. The
Syrian Franjieh candidacy was in
direct contravention of United States
diplomatic efforts in support of a free
election in which a consensus candi-
date could be selected to maintain Leb-
anon’s sovereign independence and
democratic character.

Assad then moved to make a free
and fair election process impossible by
attempting to force the Lebanese Par-
liament to come over to Syrian con-
trolled West Beirut to conduct the
election process. Setting the election
date for September 22, Assad, using
the formidable resources of intimida-
tion at his command, pressured Speak-
er Hussein Husseini to designate the
old Parliament building in West
Beirut as the election site. Obviously,
Christian and moderate Moslem depu-
ties would be de facto hostages of
Syria should they cross into West
Beirut rather than hold the election
along the neutral green line area at
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the Mansour Palace, the current seat
of Parliament.

Assad’s newest move pushes the elec-
tion date to September 22 which is
just 1 day before President Gemayel's
term is over. Since this date makes it
next to impossible for the election to
take place, Assad plans to force Presi-
dent Gemayel into appointing the old
cabinet of Acting Prime Minister
Salim ElI Hoss—which resigned on
June 1, 1987—instead of a transition
cabinet which would assume full exec-
utive powers until the election could
be held.

The President, under the terms of
the constitution, may appoint a transi-
tion cabinet within 10 days of the end
of his term. In this circumstance, the
President could appoint anyone of his
choice, including a Christian, as Prime
Minister. Last week, however, the Syr-
ians had El Hoss request the reinstate-
ment of his old cabinet.

Through these maneuvers, Assad ap-
parently seeks to impose the acting
Prime Minister—Assad's pawn—as
head of an acting cabinet. Syria would
then rule Lebanon through its puppet
El Hoss.

Mr. President, this is an intolerable
state of affairs. Assad’s intervention
into the Presidential election process,
not to mention his brutual occupation
in Lebanon, is an affront to civilized
norms of international behavior. Of
course, Assad seems to care little for
standards of decency; he has not hesi-
tated to massacre his own people when
it suited his purpose. The world will
not forget Assad’'s calculated and cold-
blooded murder in 1980 of some 30,000
men, women, and children in the
Syrian viliage of Hama. With such a
genocidal record at home, what can be
expected of Syrian forces in Lebanon?

ASSAD’'S ISOLATION AND DECLINE IN THE ARAB

‘WORLD

Assad’'s unprecedented intervention
into the sovereign affairs of Lebanon
is an attempt to salvage what remains
of his prestige in the Arab world.
Syrian intervention in Lebanon is an
attempt to dominate the political proc-
ess. His intervention has been one of
Assad’'s principal cards in Arab poli-
tics.

Assad's frenzied activity in Lebanon
is calculated to mask the fact that he
has become increasingly isolated
within the Arab world. There are a
number of reasons, religious and polit-
ical, for his isolation.

First, his religious affiliation sets
him apart from the Muslim main-
stream. Assad is a member of a tiny
minority sect—the Alawite Sect—
which is considered heretical by the
vast majority of Muslims. His Alawite
status alone is enough to prevent him
from reaching a credible leadership
position within the Arab world. Assad
knows this very well and has tried to
compensate by playing in a complex
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and deadly bid for power and leader-
ship.

Second, as a result of the capitula-
tion of Iran in the Iran-Iraq War, the
prestige and leadership of Iraq and
Saddam Hussein as a defender of
‘“Arab interests” has risen to new
heights. Iraq has emerged with a pow-
erful battle-hardened military whose
prestige is high.

Assad is, therefore, deeply concerned
because he knows that Saddam Hus-
sein’s star in Iraq is rising and that
Baghdad's weight in the Arab world is
increasing. The consequence is a de-
crease of the influence of Assad and
Damascus. Furthermore, the political
competition between the Spyrian
branch of the Baath Party with the
Iragi branch of the Baath Party for
primacy and the more ancient tradi-
tional rivalry between Baghdad and
Damascus for dominance in the Meso-
potamian basin further complicate the
situation for Assad.

KING HUSSEIN CREATES NEW SITUATION

King Hussein of Jordan, by remov-
ing Jordanian involvement in the West
Bank and Palestinian issue in his dec-
laration of July 31, of this year, has
created a new situation in the Middle
East.

Jordan has been involved in the
West Bank area since 1948. The No-
vember 1947 U.N. partition resolution
recommended the partition of Pales-
tine into Jewish and Arab States. This
was, however, a nonbinding recom-
mendation of the General Assembly.
The following year, Britain unilateral-
ly withdrew from its mandate thereby
abdicating its responsibilities and obli-
gations of trusteeship. On May 14,
1948, Israel declared independence.

At this point, the Arab Legion under
the orders of Jordan’s King Abdul-
lah—the grandfather of today's King
Hussein—invaded the West Bank and
later annexed it to Jordan. The Arab
Legion, under British officers, was
composed of nomadic Bedouins who
were loyal to King Abdullah. Through
the influence of the British Foreign
Office, King Abdullah had been cre-
ated Emir of the Trans-Jordan in 1921
by the British Crown. His family was
originally from the Hejaz region
which is today part of Saudi Arabia.
The Trans-Jordan territory was sepa-
rated from the Palestine mandate area
in 1922, Except for Great Britain, no
nation has ever recognized Jordan's il-
legal seizure of the West Bank in 1948.

Today, King Hussein has created the
conditions for a diplomatic and politi-
cal revolution in the region. The Jor-
danian withdrawal from the West
Bank has placed the present status of
the West Bank back to its status in
1947-48, prior to the invasion of the
Arab Legion.

While the King’s decision was inevi-
table, the timing was opportune as it
followed the radicalization of Palestin-
ian opinion on the West Bank over the
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last several months. Of course, the
option remains for King Hussein to
reassert his influence over the West
Bank unless Israel precludes this by
annexing the West Bank.

By washing his hands of the West
Bank and Palestinian issue at this
time, King Hussein has adroitly sepa-
rated himself from repeated United
States State Department requests and
pressures to negotiate with Israel on
behalf of the Palestinians. It is not
surprising that the King has also
chosen to shift his military purchases
to Great Britain to further distance
himself from Washington. The King
calculated that his rule should not be
impaired by the State Department’s
diplomatic fantasies.

King Hussein's action has led to in-
creased isolation of Hafez Assad and
to his decline in importance as a factor
in Arab politics. The reason for his de-
cline is simple. King Hussein has left
the Palestinians on their own to nego-
tiate with Israel. Israel, to date, has
refrained from directly annexing the
West Bank. The Palestinians must
now propose a legitimate body which
can negotiate directly with Israel. This
task is complex considering the tor-
tured pathways of intra-Palestinian
politics and factional struggle.

Assad—who has harbored in Syria
the most virulent terrorist groups such
as Abu Nidal, Al Saiga, and the Hab-
bash organization—has posed as the
patron of the most militant rejection-
ist front in order to posture himself at
the forefront of the “Arab struggle”
against Israel. Assad, of course, has
never wanted to directly confront
Israel militarily for fear of another
defeat by Israel. Now that the Pales-
tinians have been left to themselves,
at least for the time being, to choose
their own competent authority to ne-
gotiate, Assad's role as a protector of
the militant rejectionists is irrelevant.

Simply put, Assad can no longer
pose as the primary spokesman for
and protector of Palestinians. With
Jordan out of the picture, the Pales-
tinians must now fend for themselves.
Most experts believe that Assad is ter-
rified by the prospect of a Palestinian
body emerging to negotiate directly
with Israel. He does not want peace to
be made excluding Syria while Israel
occupies the Golan Heights. With
such a peace, Assad will not only fur-
ther lose face in the Arab world but
also will find his internal political situ-
ation more tenuous owing to internal
Syrian irredentist emotional pressures
for the return of the Golan Heights.

I believe that Assad is also afraid
that a competent Palestinian body
could emerge as the sole representa-
tive of the Palestinian people, an
entity which could negotiate for the
establishment of a Palestinian state. If
such a state were to emerge, there are
of course many forms it could
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assume—it could be demilitarized, it
could be linked to Israel in some type
of confederation with Jerusalem as a
joint capital—but this is a matter for
Palestinians and Israelis, not Assad
nor anyone else, for that matter, to
work out.

ASSAD THREATENS LEBANESE DEMOCRACY

Mr. President, Assad's transparent
claim that he “confronted Israel”
bears little comparison to Sadam Hus-
sein’s 8-year record of war against
Iran. Because the Palestinians are cur-
rently free to act for themselves,
Syria's dictator is desperate to play for
high stakes in Lebanon.

Mr. President, we must never forget
that Assad’s rule in Syria is based
upon a Soviet-supported minority
Alawite dictatorship over the majority
Sunni population. In fact, Assad's
Alawites make up only 10 percent of
the population of Syria. Such a dispro-
portionate situation cannot last for-
ever and Assad is the first one to rec-
ognize this fact. For this reason, Assad
promotes the doctrine of Greater
Syria—a program for hegemonic ex-
pansion in the region.

The first target of this program is
the destruction of Lebanese democra-
cy. Assad has created a brutal dictator-
ship; he does not want the example of
a flourishing democracy in Lebanon
for the simple reason that Syrians
themselves would be moved by that
example to increase their demands for
democracy at home.

Mr. President, Assad’s intervention
in Lebanese politics can never lead to
democracy or to peace in Lebanon.
Assad’'s strategy is transparent; he
wants to keep Lebanon in turmoil and
to install a puppet President in Leba-
non. With a puppet Lebanese Presi-
dent, Assad could not only have his oc-
cupation legitimized—in the fashion of
Najibullah in Afghanistan—but he
could also spread his troops through-
out the entire country to assume total
control over Lebanon. This would set
the stage for an outright Syrian an-
nexation of Lebanon.

Mr. President, the United States
should make it perfectly clear to Assad
that he must stop undermining the
self-determination of the Lebanese,
the Israelis, and the Palestinians of
the West Bank and Gaza.

The situation that the Lebanese
nation faces today is grave indeed. The
Lebanese nation has every right to
sovereignty and independence. The
Lebanese nation has every right to
decide upon its next President without
interference from any foreign power.
The Lebanese people have every right
to be free from the brutal occupation
of Assad’s Syrian dictatorship so that
they can work together to determine
their own future for themselves.
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TRANSITION IN CHILE

Mr. BOND. Mr. President, today an
important conference is being held on
Capitol Hill. The conference—spon-
sored by the Heritage Foundation, the
Adolfo Ibanez Foundation, and the So-
ciedad de Famento Fabril—is entitled
“The Unknown Revolution: Chile’s
Transition to Democracy.” Members
of Congress, academics, and other ex-
perts both from the United States and
Chile, gathered to look at the events
that are now taking place in Chile as
that country prepares for its October
5 plebiscite. I had the pleasure of ad-
dressing the participants of that con-
ference this morning and I would like
to share my remarks with my col-
leagues because I think it is important
that we all be aware of what is taking
place in Chile. I ask unanimous con-
sent that my remarks be entered in
the RECORD.

There being no objection, the re-
marks were ordered to be printed in
the RECORD, as follows:

CHILE IN TRANSITION

It is a pleasure to be here today to open
this important meeting. I would like to com-
mend our hosts—The Heritage Foundation;
the Adolfo Ibanez Foundation; y La Socie-
dad de Famento Fabril of Chile—for spon-
soring today’s conference; and I would like
to thank you for inviting me to speak,

Events in Chile are moving at a rapid
pace. On an almost daily basis we are hear-
ing reports of significant developments in
Chile as the people of that country prepare
for the October Fifth Plebiscite.

Forums such as this one, in which schol-
ars, government officials and other experts
sit down to examine, we trust with cool
heads and open minds, the events that are
taking place in Chile will—I hope—play an
important role in the development of future
U.S. policy toward Chile. I look forward to
the opportunity to hear your thoughts and
ideas, and share them with my colleagues in
future debates regarding Chile and Latin
America.

Chile has made tremendous progress in
the years since the end of the communist
rule of Salvador Allende:

Its economy is one of the strongest in
Latin America. Under the leadership of the
“Chicago Boys", Chileans have seen the re-
versal of Allende's nationalization of major
industries. Moreover, they have seen their
economy grow at a healthy rate—more than
5 percent annually in recent years.

One of the most important factors in
Chile’s economic success has been the con-
centration on exports. Copper, of course,
has always been an important export, but in
recent years the Chileans have diversified
into lumber and paper products, and fruits
and vegetables—and the nation’s salmon in-
dustry is a tremendous export success story.
Developing nations throughout the world
can learn much by studying Chile's recent
experiences.

Paying off its external debt has been a
priority in Chile. An innovative foreign in-
vestment law has played a major role in this
effort. That law, when combined with suc-
cess in exporting, and pro-growth economic
policies has put Chile in the unigue position
of being able to service and, we can hope,
someday pay off its foreign debt. When you
consider Chile’s Latin American neighbors
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as well as other third world countries—it is
clear that Chileans can be proud of their
economic accomplishments.

In recent years, Chile also has made
progress in addressing social problems—
housing, education and health.

According to government figures, more
than half of the government’s annual
budget goes to special programs. For exam-
ple, the government has begun an ambitious
low-income housing program under which
more than 900,000 units have been con-
structed.

In addition, daycare is available for low-
income families. The centers, staffed by un-
employed persons and volunteers, not only
provide care, but also nutritious meals and,
in some cases, shoes and clothing to chil-
dren who would not otherwise have them.

In one of the programs that I personally
find impressive, Chile recently instituted a
program of private social security under
which workers establish a personal account
into which he and his employer make con-
tributions and over which he has some con-
trol. I hope that leaders in this country will
study this program for ideas that could be
instituted here.

These are great successes for a country
such as Chile; and I have no doubt that
other nations will seek to duplicate them.
Of course, the government in Santiago must
continue to build on these programs in the
continuing effort to deal with poverty. The
progress that has already been made, how-
ever, is heartening.

In the area of civil liberties, the govern-
ment continues to make progress. Unlike
many nations throughout the world, Chil-
eans have the right freely to practice their
religion and to read the opposition press.
The government has allowed exiles to
return home and has lifted the emergency
laws which were in existence. Certainly the
government can make further progress in
this area as it continues to follow through
on its commitment to democracy, however,
we must not ignore the steps that already
have been taken.

Finally, there is the event which makes
this meeting so timely—the October Fifth
plebiscite. Next month, for the first time in
15 years, Chileans will have some say in who
will lead their country. I know that there is
no one here today who would not prefer to
see open elections held next month, and
who does not hope such elections will be
held in the future. We in the United States
treasure democracy, and we want to see all
people throughout the world share in its
benefits.

It would be a mistake, however, to let our
desire for a faster timetable for the move to
total democracy, or our disagreement with
specific government tempt us to leaders,
push Chile to the point where it becomes
destabilized and thus vulnerable to Soviet
subterfuge and communist terrorist vio-
lence.

It is our duty to speak out when we see
wrong, and we should continue to do so. But
we must do so in a positive way.

Chile has a long democratic tradition. The
people of Chile, like the people of the
United States, love freedom and oppose tyr-
anny. As Chile enters this important phase
in her transition back to democracy, we in
the United States must find ways to be sup-
portive and to provide advice and criticism
in a constructive manner. Today’s discus-
sions are an important step in this process. I
hope they will lead to a more balanced and
reasoned debate in this country. I commend
the sponsors for convening them, and I will
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end my remarks here so that we can get un-
derway.

BICENTENNIAL MINUTE

SEPTEMBER 17, 1976: MIKE MANSFIELD SETS A
RECORD

Mr. DOLE. Mr. President, 12 years
ago tomorrow, on September 17, 1976,
Senate Majority Leader Mike Mans-
field requested the Senate's permis-
sion to be absent for the few remain-
ing days of the 94th Congress. In
taking his leave, Mike Mansfield con-
cluded 16 years as Senate majority
leader—the longest tenure in that po-
sition in the Senate’s history. Earlier
that year, Senator Mansfield had an-
nounced he would not seek reelection,
concluding: “There is a time to stay
and a time to go. Thirty-four years is
not a long time but it is time enough.”

Mike Mansfield was born in New
York City on March 16, 1903. When
his mother died, he was sent west to
live with relatives. Growing up in
Montana, young Mike suffered from
wanderlust. Dropping out of school, he
ran off to join the Navy during the
First World War. After the Navy he
joined the Army, and after the Army
he joined the Marines, seeing service
in the North Atlantic, the Philippines,
and China. He returned to Montana
and with the aid of his wife, Maureen,
he went back to school, eventually be-
coming a professor of Asian history at
Montana State University.

In 1942, he was elected to the U.S.
House of Representatives, and in 1952
to the U.S. Senate. Lean, lanky, and
laconic, Mike Mansfield earned the
trust and respect of his colleagues on
both sides of the aisle. Perhaps his
closest friendship in the Senate was
with Vermont Republican Senator
George Aiken, with whom he had
breakfast every morning that the
Senate was in session.

When Lyndon Johnson became Vice
President in 1961, Mike Mansfield was
elected majority leader. He held that
post through the Kennedy, Johnson,
Nixon, and Ford administrations,
through the avalanche of Great Socie-
ty legislation, the turmoil of the Viet-
nam war, and the trauma of Water-
gate. Later President Carter appointed
him Ambassador to Japan, and Presi-
dent Reagan has kept him there as
well, another measure of the biparti-
san respect and admiration with which
we hold him.

CONGRATULATIONS TO THE
WINNING CREW OF THE
“STARS AND STRIPES"”

Mr. DODD. Mr. President, I would
like to take this opportunity to say a
few words of congratulations to the
people who were involved in the suc-
cessful defense of the most prestigious
of boating titles, the America’s Cup.
We have witnessed two of the most
spectacular races in the history of the
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cup, and it was only through the coop-
eration of a large number of brave and
talented individuals that victories of
such magnitude could be attained.

Our heartiest praise is due to Dennis
Conner, skipper of the Stars and
Siripes. This year marks the third
time Mr. Conner has led an American
team to triumph in this long-running
challenge. His skillful leadership of
the crew helped them sail to winning
margins of more than 18 minutes in
the first race, and more than 21 min-
utes in the second.

This year’s challenge was marked by
the introduction of a form of boating
technology new to the America's Cup.
The innovative catamaran design with
its solid wing-sail allowed the Stars
and Sitripes to reach speeds of more
than 20 knots in the course of the
race.

I am proud to say that many of
those who had roles in the victory of
the Stars and Stripes come from the
State of Connecticut.

Anthony DiMauro can safely be
called the grandfather of wing-sail
technology. Twenty years ago Tony, a
native of the city of Norwalk, realized
that solid sails could enhance the per-
formance of the basic catamaran
design. He has worked tirelessly to
perfect this design, and last week he
saw the fruits of his labor.

Teaming with Tony over the years
of development of the wing-sailed cat-
amaran was David Hubbard of Stam-
ford. Hubbard later joined with
Duncan MacLane of Shelton, Brittain
Chance of Essex, and Bernard Nivelt
of Mpystic to design the Stars and
Stripes. Overseeing construction of the
solid sails used in the final design were
Terry Richards and Pieter den Hartog,
both Norwalk residents.

Five engineers from Sikorsky Air-
craft of Stratford worked as consult-
ants for Sail America. George Schnei-
der of Stratford, Alan Dobyns of Mil-
ford, Dennis McCarthy of Hamden,
Wiliam Beck of Milford and William
Dickerson of Branford spent 3 months
testing and fine-tuning the hull and
mast design of four preliminary
models.

Richard MecCurdy, a resident of
Darien and vice president of Ockham
Instruments of Stratford, designed the
computers for Stars and Stripes, as he
has for every U.S. boat in America's
Cup competitions since 1964.

Several Connecticut natives served
on the crew of the Stars and Stripes as
well. Peter Isler, who was raised in
Norwalk, was navigator on the boat,
and Thomas Whidden of Essex was
the boat’s tactician. These two men
served with Dennis Conner when the
cup was wrested away from Australia.
They were joined by Duncan MacLane
and by Louis “Skip” Banks of Nor-
walk, who, together with Pieter den
Hartog, had sailed to triumph in the
preliminary trials to select the Ameri-
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can entrant. Their experience with
solid wing-sailed catamarans made
them invaluable to Conner’s team.

From the Turtle, a submarine de-
signed by David Bushnell in 1776, to
the great wooden whaling vessels of
the 19th century, to the Nautilus
which sailed under the North Pole in
1958, tremendous advances in mari-
time design have sprung from the cre-
ativity of Connecticut residents. The
fact that the America's Cup has re-
mained in the possession of American
teams for virtually all of its 137-year
history testifies that our entire Nation
continues to maintain a distinguished
maritime tradition.

Mr. President, I am proud to see
that so many of those responsible for
our Nation’s latest sailing triumph
come from Connecticut, and I am
proud today to be able to honor them,
and indeed to honor everyone involved
in the magnificent victory of the Stars
and Stripes.

CONGRESSIONAL PAY
ACCOUNTABILITY AMENDMENT

Mr. PRESSLER. Mr. President, it is
my intention to offer to S. 837, the
Minimum Wage bill, an amendment to
prohibit back-door congressional pay
raises. This amendment provides that,
before Members of Congress may re-
ceive a pay raise, Congress must pass,
by recorded vote, a joint resolution of
approval. The joint resolution shall
relate only to the issue of a congres-
sional pay raise.

The way the system works now, it is
easier for Members of Congress to re-
ceive a pay raise than to reject one.
However, to increase the Federal mini-
mum wage, legislation must be passed
and signed into law. We need reform. I
find it ironic that Congress requires a
vote to raise low-income workers' pay
by 40 cents per hour when Members of
Congress can give themselves a $12,000
increase without a vote.

The working people of America de-
serve accountability. This is not an ar-
gument over the amount of congres-
sional pay raises, but on the manner in
which we allow them to be passed.
Let’s apply the same rules to ourselves
that apply to other Americans. If a
vote is required to increase the Feder-
al minimum wage, it also should be re-
quired to increase our salaries.

Personally, I always have opposed
every pay raise offered. But, if others
think a congressional pay raise is
needed, then the question should
stand alone. We should be ashamed of
the manner in which we've allowed
congressional pay raises to be passed.
This double standard has to stop. No
vote, no raise. It is as simple as that.

Mr. President, I ask unanimous con-
sent that a copy of my amendment
and “Dear Colleague” letter be printed
in the RECORD.
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There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

At the end of the bill, add the following
new section:

SEC. 5. PAY OF MEMBERS OF CONGRESS,

(a) SHORT TITLE—This section may be
cited as the “Congressional Pay Account-
ability Act of 1988,

(b) CONGRESSIONAL VOTE ON PRESIDENTIAL
RECOMMENDATIONS TO INCREASE CONGRES-
sIONAL RATES oF Pay.—Section 225(1) of the
Federal Salary Act of 1967 (2 U.S.C. 359) is
amended to read as follows:

“(i) EFFECTIVE DATE OF PRESIDENTIAL REC-
OMMENDATIONS, CONGRESSIONAL VOTE ON IN-
CREASES IN CONGRESSIONAL RATES OF PAY.—
(1XA) Except for the recommendations re-
lating to Members of Congress (which shall
be subject to the provisions of paragraph
(2)), the recommendations of the President
which are transmitted to the Congress pur-
suant to subsection (h) of this section shall
be effective as provided in subparagraph (B)
of this paragraph, unless any such recom-
mendation is disapproved by a joint resolu-
tion agreed to by the Congress not later
than the last day of the 30-day period which
begins on the date on which such recom-
mendations are transmitted to the Con-
gress,

“(B) The effective date of the rate or rates
of pay which take effect for an office or po-
sition under subparagraph (A) of this para-
graph shall be the first day of the first pay
period which begins for such office or posi-
tion after the end of the 30-day period de-
scribed in such paragraph.

“(2MA) The recommendations of the
President relating to the rates of pay of
Members of Congress which are transmitted
to the Congress under subsection (h) of this
section shall become effective only after the
enactment of a joint resolution as provided
under subparagraph (B).

“(B) The joint resolution described under
subparagraph (A) shall—

“(1) relate only to the issue of such recom-
mendation to increase the rates of pay of
Members of Congress; and

“(ii) be recorded to reflect the vote of
each Member of Congress thereon.

“¢C) For purposes of this paragraph the
term “Members of Congress” includes all
positions described under section 225(f)(A),
gm for the Vice President of the United

(¢) CoNGRESSIONAL VOTE T'0 INCREASE CON-
GRESSIONAL RATES OF PAY WITH INCREASES IN
THE GENERAL SCHEDULE.—Section 601(a)2)
of the Legislative Reorganization Act of
1946 (2 U.S.C. 31(2)) is amended to read as
follows:

“(2XA) Any increase in the rates of pay of
Members of Congress which corresponds to
an increase in the rates of pay in the Gener-
al Schedule under section 5305 of title 5,
United States Code, in any fiscal year shall
become effective only after enactment of a
joint resolution as provided under subpara-
graph (B).

“(B) The joint resolution desecribed under
subparagraph (A) shall—

‘(i) relate only to the issue of the increase
in the rates of pay of Members of Congress;
and

“(if) be recorded to reflect the vote of
each Member of Congress thereon.

“(C) If a joint resolution is enacted as pro-
vided under subparagraphs (A) and (B), ef-
fective at the beginning of the first applica-
ble pay period commencing on or after the
first day of the month in which such joint
resolution is enacted, each annual rate of
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pay of Members of Congress shall be adjust-
ed by an amount, rounded to the nearest
multiple of $100 (or if midway between mul-
tiples of £100, to the next higher multiple of
$100), equal to the percentage of such
annual rate which corresponds to the over-
all average percentage (as set forth in the
report transmitted to the Congress under
section 5305) of the adjustment in the rates
of pay under the General Schedule.”.

(d) CONGRESSIONAL VOTE ON ANY INCREASE
IN THE RATEs oF PAYy oF MEMBERS OF CON-
GRESS.—(1) Notwithstanding any other pro-
vision of law, any increase in the rates of
pay of Members of Congress shall become
effective only after the enactment of a joint
resolution as provided in subsection (b).

(2) The joint resolution described under
subsection (a) shall—

(A) relate only to the issue of the increase
in the rates of pay of Members of Congress;
and

(B) be recorded to reflect the vote of each
Member of Congress thereon.

U.S. SENATE,
CoMMITTEE ON COMMERCE,
SCIENCE, AND TRANSPORTATION,
Washington, DC, September 15, 1988.

Dear CoLLEAGUE: On August 4, 1988, I in-
troduced the Congressional Pay Account-
ability Act (S. 2682). This Act would prohib-
it back-door pay raises for Members of Con-
gress. I plan to offer this bill as an amend-
ment to S. 837, the Minimum Wage Restora-
tion Act. Enclosed is a copy of my amend-
ment.

The way the system works now, it is easier
for Members of Congress to receive a pay
raise than to reject one. I find it ironic that
Congress requires a vote to raise some low-
income workers' pay by forty cents when
Members of Congress can give themselves a
$12,000 increase without a vote. We need
reform.

My amendment is very simple. It provides
that before Members of Congress may re-
ceive a pay raise, Congress must pass, by re-
corded vote, a joint resolution of approval.
The joint resolution shall relate only to the
issue of a congressional pay raise.

The working people of America deserve
accountability. This is not an argument over
the amount of congressional pay raises, but
on the manner in which we allow them to
be passed. Let's apply the same rules to our-
selves that we apply to other Americans. If
a vote is required to increase the Federal
minimum wage, it also should be required to
increase our salaries. If you have any ques-
tions or are interested in cosponsoring the
Congressional Pay Accountablity Amend-
ment, please have your staff call Shelly
Haahr at 4-5842.

Sincerely,
LARRY PRESSLER,
U.S. Senator.

CONCLUSION OF MORNING
BUSINESS

The PRESIDING OFFICER. Morn-
ing business is closed.

MINIMUM WAGE RESTORATION
ACT

The PRESIDING OFFICER. Under
the previous order, the Senate will
now resume consideration of the pend-
ing business, S. 837, which the clerk
will report.
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The assistant legislative clerk read
as follows:

A bill (S. 837) to amend the Fair Labor
Standards Act of 1938 to restore the mini-
mum wage to a fair and equitable rate, and
for other purposes.

The Senate resumed consideration
of the bill.

Pending:

(1) Hatch Amendment No. 3040, to pro-
vide for a new hire wage.

(2) Kennedy Amendment No. 3041 (to
Amendment No. 3040), of a perfecting
nature.

Mr. BYRD. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. KENNEDY. Mr. President, I ask
unanimous consent that the order for
the gourum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

AMENDMENT NO. 3041 TO AMENDMENT NO. 3040

Mr. KENNEDY. Mr. President, the
working poor of this country have
been waiting 8 years for a cost-of-
living increase. It is appropriate that
on this, the 50th anniversary of the
Fair Labor Standards Act, Congress is
moving forward to restore the vitality
of the minimum wage.

For 50 years, we have had a national
policy that the minimum wage should
be a living wage. Six times Congress
has revisited the issue, and six times
Congress has reaffirmed this impor-
tant public policy of decent minimum
pay standards for America's workers.

The current minimum wage has
fallen to the lowest real value in this
50-year period. Today's minimum of
$3.35 represents only 36 percent of the
average hourly earnings. Historically,
the minimum has been maintained at
a figure of one-half the hourly earn-
ings, and congressional action to re-
store the minimum wage is long over-
due.

Qur committee bill, S. 837, will raise
the minimum wage by 40 cent incre-
ments each of the next 3 years. This
will increase the minimum to $3.75 in
1989, $4.15 in 1990, and $4.55 in 1991, a
35.8 percent increase. It also adjusts
the retail small business threshold test
from the current $362,000 to $500,000
in annual gross volume of sales, a 37.9
percent increase.

The minimum wage was last raised
in January 1981. The intervening
years since then represent the longest
spell without an increase since the
wage floor was established in 1938. By
any measure of its value, the current
minimum provides less protection, less
food, less clothing, less fuel for the
minimum wage earner than it has in
decades. It is a sad statement that a
person who works full time year-round
at the minimum wage will only bring a
family of three to less than 80 percent
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of the poverty line. The current mini-
mum wage is a poverty wage.

If an individual works a 40-hour
week at the minimum wage, he will re-
ceive $134 before taxes and social secu-
rity are deducted. No one who works 8
hours a day, 5 days a week should be
condemned to a lifetime of poverty.
How many of us in this Chamber
think we could live on $134 a week?

In 1986 more than 5 million workers
paid by the hour earned the minimum
wage or less. Another 1.7 million sala-
ried workers earned less than the min-
imum. An additional 11.5 million
hourly and salaried workers earned be-
tween $3.35 and $4.50. Some 15 million
Americans will benefit directly from
this bill.

A minimum wage increase to $4.55
will have a wide range of beneficial
consequences. It will provide a cash in-
fusion to millions of workers without
expanding Federal outlays. It will rep-
resent a statement by our society that
compensation for work done should
meet a certain basic living standard.
The minimum wage floor was created
in 1938 to provide minimally accepta-
ble living conditions, but it has dete-
riorated to a point where it no longer
serves its purpose. Those workers with
no political clout, no union, no bar-
gaining position are reliant upon Con-
gress and society to provide them with
a decent and livable wage.

The increased minimum wage can
also provide incentives and the where-
withal for workers to accept jobs they
might otherwise have to turn down be-
cause the job-related costs of transpor-
tation, day care, and taxes outweigh
earnings of a current minimum wage
job. A livable wage will also make work
a more attractive option for those who
might choose welfare assistance over
employment out of necessity.

Raising the minimum wage to a suf-
ficient level will lift many individuals
out of poverty and diminish its severi-
ty for many others. It will help work-
ers who are near-poor. It will enable
earners in families just above the pov-
erty line to provide more than just the
bare necessities. In 1986 there were
almost 9 million working poor in the
United States, 2 million of whom
worked full time year round.

Nonpoverty workers at the minimum
wage will also benefit. For example,
teens and young adults attempting to
meet college expenses have witnessed
a T3-percent increase in private college
tuition and a 61-percent increase in
public college tuition since the mini-
mum was last adjusted in 1981. Seven-
ty percent of middle-income students
depend on their earnings for college
expenses, and since 1981, students
have had to increase their borrowing
by over 40 percent.

I was pleased to hear recently that
Vice President BusH is now in favor of
an increase in the minimum wage. I
only wish that he had spoken up
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sooner, Perhaps, if he had, we would
already have passed this bill. I must
say that his silence has been deafening
during the debate on this bill.

Shortly after his election in 1980,
President Reagan said that the mini-
mum wage ‘“has caused more misery
and unemployment than anything
since the Great Depression.” But the
Vice President was silent.

In March 1987, when the President’s
Economic Policy Council unanimously
voted to oppose any increase in the
current minimum wage, the Vice Presi-
dent was silent.

When then Secretary of Labor
Brock testified before the Labor Com-
mittee and said, “Make no mistake:
This administration believes that an
increase in the minimum wage is bad
policy and we oppose it,” the Vice
President was silent.

In May of this year when the Chair-
man of the White House Council of
Economic Advisers declared that “the
best policy remains no increase’ in the
minimum wage, the Vice President
was again silent.

Now, in an obvious election year con-
cession, the Vice President and the
Secretary of Labor support a “modest”
increase in the wage. I think that the
15 million Americans who have been
waiting for nearly a decade for a
simple cost-of-living increase have
every right to ask where GEORGE has
been while his administration has
fought tooth and claw to keep their
wages down.

But we are still waiting to hear what
kind of an increase they will propose.
Senator QuayvLE filed an amendment
during committee consideration to in-
crease the wage to $4 over 2 years.
That is not a serious proposal. If we
are to take action to amend the wage,
we must make it a livable wage. Let us
be crystal clear about the difference
between a $4 minimum and what we
propose. The difference is about 50
cents an hour; $4 a day. That $4 a day
is the difference between a subpoverty
wage and a wage that will pull a
family of three out of poverty, $4 a
day for the working poor so that they
do not have to be poor.

It is one thing to be silent for 8 years
on the working poor; but I think it is
outrageous that at this late date when
the Vice President has finally chosen
to speak up, he comes out in favor of a
subpoverty wage.

GeorGE BusH and DAN QUAYLE say
that they favor an increase in the min-
imum wage, but $4 an hour is only
$3.07 an hour in 1981 dollars—so here
is the Vice President’s proposal: His
proposal would be a cut in the mini-
mum wage of 10 percent from where it
was when he took office. And from
that miserly floor, he proposes a fur-
ther cut for all new hires. This is the
strangest election year promise I have
ever seen. The promise to raise the
wage has already been broken because
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the proposed increase is in fact two
cuts. There are surely overpaid lobby-
ists all over town giggling in the re-
cesses of their offices about the
Trojan horse that the Republicans
have dispatched to the homes of
America's working poor. Well, it will
not work—in the course of this debate,
we are going to smoke the wolves out
and show them for what they are—or
else we are going to get a reasonable
agreement to restore the minimum
wage.

The sponsors of the Minimum Wage
Restoration Act, myself included, have
already made substantial concessions.
To go any lower would fall too far
short of our original intent to restore
the purchasing power of the working
poor to where it was in 1981. We
dropped the indexing provision in
committee, but we have settled on a
phased increase that will at least bring
the minimum wage to 45.9 percent of
the average hourly earnings by 1991.

To be credible, an increase in the
minimum wage must be a substantial
increase, not a token increase. In fact,
a recent Gallup poll shows that 67 per-
cent of Republicans favor an increase
to $5.05 an hour, even after being in-
formed of the traditional arguments
against an increase—67 percent.

Our committee considered this issue
exhaustively during three comprehen-
sive hearings., Witnesses from the ad-
ministration were vehemently opposed
to any increase. We heard from groups
and economists opposed to an increase
and groups and economists strongly in
favor of an increase. Our committee
was deluged with statistical data, num-
bers, graphs, studies, and computer
printouts. But the most telling testi-
mony came from witnesses who work
at the minimum wage.

We heard from Shirley and John
Slagle, of Kittaning, PA. They support
themselves and their young asthmatic
son by each working 40 hours a week
at the minimum wage. They earn $672
a month and after they pay their bills
they are left with $82.

We heard from Rena Blankenship,
of Newcastle, VA, who was trying to
raise her three children by holding
down a minimum wage manufacturing
job. It became too much for her and
she turned to welfare and food stamps.
It was a heart wrenching story told by
a proud woman who struggles every
day to hold her head high. She would
rather work than live on welfare, and
we owe her that chance. We must be
able to look past the charts and fig-
ures and see the people—millions of
individual Americans who perform the
Nation’s most thankless tasks, for the
most thankless pay. We have ignored
their plight for 8 years—and now it is
time to make amends.

Now I ask that the Members and all
those listening turn their attention to
the pending amendments. Senator
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HatcH's amendment is pending in the
first degree, and my amendment is in
the second degree.

Mr. President, we have before us an
odd animal not traveling under its real
name. The first degree amendment
before us has been called by its spon-
sors the “training wage.” They call it
that because they say that it will lead
employers to hire people and train
them for 90 days and then hire them
on at the full wage. I am going to ex-
amine that theory and see if it works.

The first thing I notice about this
training wage is that it does not re-
quire employers to do any training of
employees. A training wage without
training. Already the label that the
amendment’s proponents have put on
this package is beginning to slip off of
the box.

The second thing that becomes ap-
parent when we look at this proposal
is even worse—not only does the
amendment not require any training,
the jobs that are covered by the
amendment do not require any train-
ing either. The top 10 minimum wage
jobs, which account for 74 percent of
all minimum wage jobs, include food
service, retail sales, clericals, janitors,
personal service, material handlers,
and laborers. Food service jobs alone
account for 28 percent of the jobs
paying the minimum wage. A study by
Arthur D. Little for the National Res-
taurant Association found that the
vast majority of food service workers
do not require any training at all. The
same study found that in the follow-
ing occupations 75 percent of the
workers require not even a day of
training: Household cleaners and
workers; service station workers; sales
counter clerks; farm workers, and
others.

Now I want to know: Who in this
body honestly believes that it takes 90
days to train somebody to flip a ham-
burger? Who in this body honestly be-
lieves that it takes 3 months for some-
one to learn to mop a floor or change
the sheets on a bed? No one honestly
believes that. Senator Harch, before
he became a Senator, worked for a
time as a janitor—does anyone really
think that it took Senator HatcH 3
months to learn to sweep the floor? Of
course not, and that is why this
amendment should be rejected now
that it has come to the floor of the
U.S. Senate.

These jobs require at most a couple
days of training, but the proposal to
cut the wage of these workers chisels
their wages for 90 days.

The amendment cannot be called a
training wage because neither the
amendment nor the jobs it covers re-
quire any serious training. The amend-
ment will not cause any training to
happen, so in searching for a name for
this proposal, let us ask what it will
do.
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The first thing it will do is save mil-
lions of dollars for low-wage employers
with high employee turnover. There
are hundreds of low wage employers
with 400 percent turnover rates. That
means that on average these employ-
ers already get rid of their employees
every 90 days. So this amendment is a
pure and simple wage cut for those
employers. This amendment is not a
training wage for those employers—it
is a windfall wage. They will get to pay
lower wages for doing exactly what
they do now.

But that is not the only surprise
hidden in this proposal. The real sur-
prise will come when other employers
will see to it that their employees
leave after the training period expires.
The advocates of the amendment say
that their plan will give employers an
incentive to hire these workers be-
cause they can pay them less—but the
incentive to keep paying less does not
go away at the end of 90 days. When
trainees come to the 90-day cliff, em-
ployers will have a powerful economic
incentive to push that batch of train-
ees off and start in with a new batch
of trainees. Working people all over
this country will get the Bush-push
into the unemployment lines once
every 90 days if the Republican plan is
adopted.

What a gift. What an outstanding
act of generosity from the Republican
alternative. Can this be what GEORGE
BusH means when he talks about a
kinder, gentler America? 1 think we
have come to the point where the false
labels have come off of the Republi-
can package, and now that we see
what is really inside that box we can
name it—this is the “hire 'em and fire
'em” wage. Maybe we can call it the
“churn 'em and burn ‘'em"” wage—I will
let the amendment’'s sponsors choose.
But it is a fraud on the working people
of this country to call this a training
wage.

The effects of the turnover that this
wage will encourage and subsidize will
be felt all across this country. Consid-
er the effect it will have in nursing
homes. Already, nurse aides in Califor-
nia have a 100 percent turnover rate
which has reduced the quality of care
that the elderly receive. This amend-
ment would richly reward employers
for making this even worse.

And consider the effect on workers.
Already, millions of minimum wage
workers are struggling to make ends
meet working full-time, year long at
their jobs. If this amendment became
law, employers would be rewarded for
throwing the working poor out of
their jobs every 90 days.

I am talking about parents with chil-
dren to feed and rent to pay. It is of-
fensive enough that this proposal
would cut the pay of all of these work-
ers. It would be an outrage to adopt a
plan that actually paid employers to
throw working families out on the
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street once every 90 days. The working
poor would become the wandering
poor as well, struggling from job to
job, as they received a Bush-push out
of their jobs every 3 months. The
Bush-push will turn America's work-
ing people into vagabonds and gypsies,
thrown from job to job every three
months. This Bush proposal adds new
meaning to the term seasonal unem-
ployment—now people lose their jobs
every time the seasons change.

In addition to making gypsies out of
those working at the minimum wage,
the Republican alternative will create
a strong incentive for employers to
pay students to drop out by offering
them money for leaving school. The
amendment’s sponsors say that this
proposal is designed to create jobs that
do not now exist for kids who do not
now have them. But where are those
kids now? Most of them are in school,
and that is where they belong. There
are kids all over this country who are
completing their educations because
the best offer they have comes from
finishing school. Every student who
drops out of school because of the Re-
publican plan will lose hundreds of
thousands of dollars in a lifetime just
S0 we can save employers a few dimes
an hour. That tradeoff is totally unac-
ceptable. Every class of high school
dropouts costs this Nation hundreds of
billions of dollars. Every class of high
school dropouts costs the Treasury
tens of billions of dollars in lost reve-
nue. At a time like this, when this
Nation is already desperately short of
the trained workers, we need to com-
pete with the world, a plan that by
design and effect will pay people to
drop out of school should be over-
whelmingly rejected.

This question has already been de-
bated. Senator HarcH had the oppor-
tunity to debate the last great mayor
of Chicago, Harold Washington, on
this very issue. The mayor also served
the city of Chicago as a Member of
Congress and knew quite a bit about
the workings of the inner city.

When Senator HaTcH explained that
a wage differential would create jobs
for ghetto youth and enable them to
become productive members of society
Mayor Washington replied:

It is criminal to hold out to unemployed
youth across this country—particularly in
the inner cities where jobs are wanted so
drastically—to hold out that there is a possi-
bility through some technical contrivance
such as this that jobs will be created . . . I
know of no cogent credible study which in-
dicates that by a subminimum wage you will
create jobs.

There we have our debate and its
resolution. The “hire 'em and fire 'em”
wage will cause unemployment for the
working poor; it will cause lower wages
for working people; it will cause stu-
dents to drop out of school. It is not
often that we see such a highly touted
idea that is such an utter failure as a



24162

matter of policy. It is even less fre-
quent that we see a proposal with as
misleading a label as this one had
when it began. It just goes to show
that you cannot judge a Bush by its
cover.

Mr. President, I have spoken at some
length and in detail on the variety of
reasons why an across-the-board sub-
minimum wage would be subminimum
public policy. Let me now describe my
proposal. It is the pending second
degree amendment to the “hire 'em
and fire 'em’ wage.

Current law already contains a
youth differential for full time stu-
dents. If the concern is really for our
youth, then let us not create an incen-
tive for employers to entice kids out of
school with the promise of a job at
subminimum wage learning submini-
mum skills and preparing them for a
subminimum life.

If this body wants to do something
to help the earning prospects of our
Nation’s youth, we have to encourage
them to stay in school—not to drop
out.

Current law has such a subminimum
program already in place. Section
14(b) of the FLSA provides that em-
ployers may hire students at 85 per-
cent of $3.35—$2.85 an hour—by filling
out a simple form and mailing it to the
Department of Labor. The bill before
the Senate does not alter that pro-
gram, so employers could continue to
hire full-time students at 85 percent of
$3.75 in the first year ($3.19); 85 per-
cent of $4.15 in the second year
($3.52); and 85 percent of $4.55 in the
third year ($3.87).

But the program requires the youth
remain in school as full-time students,
and limits their hours per week to 20.

Why restrict this program to those
remaining in school?

Because it is only by staying in
school, and graduating from high
school, will our youth gain the educa-
tion and skills they need to compete in
the work force in the 21st century and
to make America competitive in the
coming century. A male who graduates
from high school will earn over
$260,000 more than if he drops out, in
1981 dollars, according to a 1983
Census Bureau study. In today’s dol-
lars that would be $325,000.

The cost of dropouts to our society is
staggering. James Catterall of UCLA
estimated the total earnings loss to so-
ciety for a single year’s class of drop-
outs was $228 billion, with a loss of tax
revenue of $68.4 billion. Per year.

The Committee for Economic Devel-
opment found in a 1986 study on
“Children in Need: Investment Strate-
gies for the Educationally Disadvan-
taged” concluded the cost was over
$240 billion in lost wages and tax reve-
nue alone.

Why limit the hours of work permit-
ted to 20 hours a week, except of
course for vacations?
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Because study after study has dem-
onstrated that when high school stu-
dents work more than 20 hours a
week, their grades suffer significantly.
In a recent study at George Washing-
ton University entitled “Intense Em-
ployment While in High School,” the
authors concluded that even among
collegebound students, ‘“Mean grade
point average was found to be signifi-
cantly lower among those who were
employed more than 20 hours per
week compared to those working fewer
hours."”

So what do we do to best equip our
youth for the work force and careers
of tomorrow? One thing we do not do
is to give employers a wage incentive
to lure them from school to flip burg-
ers, or an incentive to work cheaper
wage youth long hours to the detri-
ment of their real job—completing
their education.

That is what the across-the-board
subminimum would accomplish. I call
it the Republican dropout wage.

If this body is convinced something
needs to be done, then let us expand
the existing subminimum program for
full-time students and make it easier
for employers to participate, yet pro-
tecting our youth at the same time.

My amendment will expand, simpli-
fy, and streamline this viable program
in three significant ways:

The current law limits the program
to six students per employer, and has
a complicated hours-of-work limitation
formula.

What I propose we do is:

First, double the number of students
an employer can hire from 6 to 12;

Second, eliminate the confusing limi-
tation on hours formula which con-
fuses many employers and only re-
quire they not fill more than 10 per-
cent of working hours with student
workers. Teenagers are 9 percent of
the work force: This provision gives
them their fair share of the work; and

Third, make clear in the statute that
an employer does not have to wait for
DOL approval before hiring at the
lower wage in accordance with the
statute.

All an employer would have to do
would be to send to DOL a listing of
the name, address, and type of busi-
ness, the date he began business, and a
statement that the hiring of the full-
time students will not reduce the full-
time employment of other employees.
Once the employer drops that in the
mailbox, he or she can begin hiring at
the lower rate.

This will simplify and expand a pro-
gram which in the past, employers
have utilized extensively. In 1978, over
500,000 full-time students were em-
ployed under this program.

But our youth can only participate
in this program if they stay in school,
and work no more than 20 hours a
week.
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Keeping our youth in school, and to
the extent feasible ensuring that their
full time job is finishing, is a far
sounder approach to youth employ-
ment policy than creating a submini-
mum dropout wage.

I hope my colleagues see the wisdom
of the Democratic stay-in-school wage
as a much more acceptable policy than
the Republican dropout wage. The last
thing this country needs as we head
into the next century of global compe-
tition is to give our students a Bush-
push out of school.

Mr. President, I yield the floor.

The PRESIDING OFFICER. The
Senator from South Carolina.

Mr. THURMOND. Mr. President, S.
837, the Minimum Wage Restoration
Act of 1987, would amend the Fair
Labor Standards Act of 1938 to in-
crease to unreasonable levels the mini-
mum wage paid to persons working
under hourly pay scales. The support-
ers of this measure assert that its pur-
pose is to help our country's working
poor support their families. However,
the evidence simply does not support
the allegation that a sizable increase
in the minimum wage rate would sig-
nificantly benefit the most disadvan-
taged workers in our Nation.

In practice, this legislation will not
enable a large population of working
poor to support their families, because
there is not a large segment of our citi-
zenry that is composed of minimum
wage earners who are heads of house-
holds. According to the U.S. Depart-
ment of Labor, just 1 percent of all
American workers earning minimum
wage are below the poverty threshold.
Seventy percent of workers earning
the minimum wage reside in a family
in which the income is at least 150 per-
cent above the poverty threshold. Fur-
thermore, nearly half of the heads of
impoverished households in the
United States are not in the labor
force.

Historically, studies have shown that
increasing the minimum wage rate has
had no impact on poverty and has
only slightly increased or even de-
creased the equality of income distri-
bution. In analyzing over 20 studies
conducted by economists since 1983,
the General Accounting Office has
noted that these surveys reveal that
employment is less than it would be if
there were not a minimum wage in ex-
istence.

Who then really stands to benefit
most from a higher minimum wage,
Mr. President? Rhetoric cloaked in
terms of fairness for disadvantaged
workers does not obscure the view of
the real beneficiaries of an increased
minimum wage, “big labor.” Minimwm
wage legislation has always been pro-
moted by labor unions and other spe-
cial interest groups for their purely
self-serving political considerations.
The labor unions in our country are
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looking to this measure as a means of
securing their positions and turning
around a decline in membership that
they have experienced in recent years.

Mr. President, the Congressional
Budget Office has predicted that rais-
ing the minimum wage to $4.65 per
hour, as originally proposed, could
cause the loss of 250,000 to 500,000
jobs in the United States, as well as
add approximately 0.2 to 0.3 percent-
age points to our Nation's annual in-
flation rate. The South, an area that is
already struggling with unemploy-
ment problems, would be heavily im-
pacted by such a move. A recent study,
conducted by the University of Chica-
go projected that raising the minimum
wage rate to $4.65 per hour would
cause South Carolina to loose 10,354
jobs by 1990. A Clemson University
survey estimated that such an increase
would result in the loss of 1.9 million
jobs nationally, and 15,193 positions in
South Carolina by 1995.

In simplistic terms, when a higher
minimum wage rate is imposed on the
business community, it is faced with
the dilemma of how to meet the new
labor costs. If business cannot pass
along increased costs, it must absorb
them. In order to absorb these costs,
employers must restructure their work
force by implementing such measures
as: eliminating those workers consid-
ered to be the least productive; limit-
ing the amount of hours that employ-
ees are permitted to work; leaving
vacant positions unfilled; consolidating
jobs through automation; and reduc-
ing production.

Unfortunately, America’s teenagers
stand to suffer the most from the ad-
aptations that business and industry
must make in order to comply with an
increase in the minimum wage. These
young workers generally have limited
experience and have not developed
skills; therefore, they are considered
to be the least productive employees.
Thus, legislation creating a high mini-
mum wage in effect excludes the least
employable by pricing them out of the
job market.

An increased minimum wage ad-
versely impacts teenagers in two sig-
nificant ways. First, these young
people who lose their jobs experience
an immediate loss of income. Second,
because they are removed from the
workplace, teenagers are prevented
from acquiring valuable experience
and skills that are necessary to allow
them to progress into higher wage
level positions in the future.

The Bureau of Labor Statistics has
determined that the present unem-
ployment rate for all teenagers active-
ly seeking work is 16.5 percent. The
unemployment rate for black teen-
agers currently seeking employment
is, at 36.9 percent, more than double
the overall average for teenagers in
the United States.
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According to the report of the Mini-
mum Wage Study Commission in 1981,
the last increase in the minimum wage
floor, which was enacted in 1977, re-
sulted in the loss of 644,000 jobs
among teenagers alone between 1977
and 1981. A recently released study by
economists at Clemson University, es-
timated that an increase in the mini-
mum wage to $4.65 an hour would
result in 1.3 million teenagers being
out of work by 1995.

It is clear that teenagers and persons
seeking entry-level positions would be
the primary victims, through loss of
employment, of a significant increase
in the minimum wage rate. Certainly,
Congress should not deny the very
persons who represent our Nation's
future the opportunity to participate
in the labor force, by rendering them
unemployable.

Mr. President, alternatives to signifi-
cantly increasing the minimum wage
floor exist to assist our Nation’s young
people in entering the work force. A
youth wage differential, such as a
training wage, would provide an equi-
table means of correcting the disparity
in skills of teenagers who are seeking
entry level positions.

Also, expansion of the earned
income tax credit would permit low-
wage-earner families to receive a re-
fundable tax credit on earned income.
This refundable credit could be ap-
plied throughout the year as a regular
supplement to the worker's paycheck.

These proposals merit our careful
consideration. Simply raising the mini-
mum wage floor is not the answer.

Mr. President, I am opposed to a sig-
nificant increase in the minimum wage
rate because: it is inflationary; it re-
duces entry-level and part-time jobs
for teenagers and unskilled workers; as
well as decreases services to consum-
ers. I urge my colleagues to join me in
opposing this measure.

The PRESIDING OFFICER. The
Senator from Massachusetts.

Mr. KENNEDY. Mr. President, I was
interested in the comments about the
support for the earned tax credit. If I
could have the attention of the Sena-
tor from South Carolina, in terms of
the tax credit, is he supporting the tax
credit program for the workers as an
alternative to the increase?

Mr. THURMOND. I think it is
worth exploring, and I am going to
look at it.

Mr. KENNEDY. The interesting
projections are that it would cost
about $4 billion in 3 years and about
$6 billion in 5 years. I think there are
some features of that program which
have been built in now which I could
support. However, I am really quite
surprised that the Senator from South
Carolina would support that type of a
program which would cost about $6
billion more in terms of the deficit;
why he would support a tax program
which has the effect of making the
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Federal Treasury pay for the substi-
tute. It ought to be a legitimate re-
sponsibility of employers to pay
decent wages.

That is an incredible reversal to
have the Federal Government bailing
out the employers who pay low wages.

Mr. THURMOND. Will the Senator
yield?

Mr. KEENNEDY. I will be glad to
yield on this. I do admit it has an at-
tractive feature and that it takes into
consideration the size of individual
farmers, but given the size of the
budget deficit at the present time, I
was really quite interested in the view
of the Senator from South Carolina.

Mr. THURMOND. Mr. President, I
explained to the Senator from Massa-
chusetts that I think that it is a pro-
posal worth exploring. I wish to study
it carefully before making any final
decision.

Mr. KENNEDY. Fine. If I could just
ask the Senator, does the Senator re-
member the last time that we had a
minimum wage vote here in the U.S.
Senate?

Mr. THURMOND. 1977, I believe
was the last time.

Mr. KENNEDY. Does the Senator
remember whether he voted in favor
or was opposed to that measure?

Mr. THURMOND. Yes, I voted in
favor of that measure.

Mr. KENNEDY. Oh, the Senator
voted in favor,

Mr. THURMOND. Are you not dis-
appointed?

Mr. KENNEDY. No, I just wish we
had that enlightened judgment on this
particular measure.

Mr. THURMOND. That is your
opinion about what is enlightened. I
do not see it the way you do.

Mr. KENNEDY. The same argu-
ments were used at that time. What
were the real matters that brought
the Senator to support it at that time?
Does the Senator remember why he
supported it at that time?

Mr. THURMOND. At that time, the
minimum wage was low and the
amount that it was proposed to be
raised to was reasonable, so I voted for
it. It was raised by only 25 cents an
hour at that time.

Mr. EENNEDY. The fact is that in
terms of the percentage of hourly
wages, it was higher than it is now. So
in terms of the purchasing power, it is
actually lower at the present time.

In any event, I appreciate the re-
sponses of the Senator from South
Carolina. I yield the floor.

Mr. SIMON addressed the Chair.

The PRESIDING OFFICER. The
Senator from Illinois.

Mr. SIMON. Mr. President, I want to
speak in general on the minimum
wage, and a little later on I will be pro-
posing an amendment to take care of
what I think is a major defect in this
bill.
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This bill, as it is now introduced,
does not apply to Puerto Rico. Puerto
Rico is now covered by the minimum
wage.

I think it is a great mistake to create
two tiers of Americans—all those in
the 50 States who are covered by the
minimum wage and then to create
second class citizens in Puerto Rico.
But I will speak on that a little later.

My friend and colleague from South
Carolina, the distinguished Senator,
STtrROM THURMOND, mentioned some
studies that showed that there will be
some inflation, some loss of jobs. The
best study I have seen at this point is
the Wharton School study which sug-
gests that there could be as much as
100,000 jobs lost and the maximum in-
flation impact would be two-tenths of
1 percent over a 3-year period.

I think on balance when you weigh
that against the good that can be done
through the minimum wage, it is very
clear the good outweighs any possible
defect in the minimum wage.

It is also true that there are mixed
studies on what a minimum wage does
in terms of youth unemployment.
There is some evidence that it does en-
courage youth unemployment. The
question is whether we use the ap-
proach suggested by my colleague,
Senator HatcH, or whether we use the
approach offered by Senator KENNE-
pY. The Kennedy approach increases
the number of students who could be
exempt from 6 to 12, which seems to
me to be the proper answer because it
urges young people to stay in school.
But I think the most basic question we
face with the minimum wage is the
question, Whom will we serve? It is
true that the people who are paid the
low wages are not contributors to our
campaigns, but those are the people
we ought to be thinking about when
we sit in the Senate. Do we serve the
wishes of the influential, the powerful,
the wealthy, or do we serve the inter-
ests of the people who really need
help in our society? That is the funda-
mental question.

I remember when I was in the State
legislature I introduced a bill—we had
no minimum wage in Illinois—to have
a T5-cent-an-hour minimum wage. We
had a witness, a woman whose hus-
band left her. She was trying to sup-
port two children on 57 cents an
hour—tragic. I wish we could right
here on the floor of the Senate bring
in some people who are trying to
maintain families. I heard my distin-
guished friend from South Carolina
talk about teenagers, and a lot of
people, when they think of the mini-
mum wage, think of teenagers.
Twenty-six percent of the people who
receive the minimum wage are heads
of households, people who desperately
need a lift. We ought to be giving
them that lift.

You talk about the differential be-
tween men and women, which is
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gradually being closed in our society
but it is still substantial. A woman
working full time today in our society
makes 66 cents compared to a man
making $1. Sixty-two percent of those
who earn the minimum wage today
are women.

I think we clearly ought to be
moving in this direction. We ought to
be helping people who really need
help, lift people who are working and
working hard who want to do better,
and this is the opportunity to do it.

The minimum wage that is being
asked here is not as great as the in-
crease in the cost of living when $3.35
was imposed. It is not unreasonable. I
think we ought to move ahead. I hope
we will move ahead and do it with a re-
sounding vote. I gather that we may
even have bipartisan support when it
gets down to the final vote. I hope we
do. It should not be a partisan issue.

Mr. EENNEDY. Will the Senator
yield on that point?

Mr. SIMON. I will be pleased to
yield.

Mr. KEENNEDY. The Senator is
quite right that it should not be a par-
tisan issue. The minimum wage was in-
creased three times during the Eisen-
hower administration and during the
1960’s and 1970's was maintained when
we had Republican Presidents and
Democratic Congresses. It was basical-
ly maintained at the poverty level. It
has really only been in the last 7 years
that it has had this significant decline.
That is really what has brought about
this concern.

Mr. SIMON. If I may ask my col-
league—I do not know the answer to
this. I do not recall any period where
we went this long without raising the
minimum wage—has there been a
period this long?

Mr. EENNEDY. The Senator is cor-
rect. We had phased in past legislation
over a period triggered in terms of
future years. But the Senator is quite
correct.

I wish to raise just a few points. I
thought we would have the opportuni-
ty to have some debate on this matter.

Mr. SIMON. I will yield the floor to
the Senator from Massachusetts. I
have concluded my remarks.

THE PRESIDING OFFICER (Mr.
Forp). The Senator from Massachu-
setts is recognized.

Mr. KENNEDY. When we come to
the point in evaluating what the his-
toric pattern has been with the raise
in the minimum wage and what the
implication has been in terms of em-
ployment, teenage unemployment, and
general economic conditions, it is very
instructive. The arguments that we
have heard even in the brief debate of
last night and this morning about the
cost of jobs, the impact in terms of in-
flation, what it is going to mean in the
overall economic condition, have been
made the last six times we have debat-
ed this issue. Virtually the same argu-

September 16, 1988

ments, and we will put in the REcorp
what the effect of the minimum wage
has been. It has been actually to the
contrary. We find unemployment has
gone down even in the teenage catego-
ry. The general economic conditions
have been unrelated to those alter-
ations and changes.

For those who are not in attendance
but are listening, I will ensure that
those are made a part of the REcorbp. I
think it is important to put this into
some historic perspective because we
hear virtually the same arguments
made—loss of jobs, loss of teenage
jobs, increasing unemployment, and
adverse economic conditions. That
really has not been the case.

I have that here, but I see our col-
league from Utah, and we will come
back to that later in the debate.

Mr. SIMON. If my colleague will
yield very briefly, I concur; you can
find studies on both sides, but I think
the ultimate result of any sound study
is that there is no measurable impact
on employment. I would add, if I may,
a word for an amendment I am going
to be offering a little later. The same
is true for Puerto Rico. When the min-
imum wage was put in for Puerto Rico
against the advice of a great many
people, actually employment in Puerto
Rico went up instead of down.

Mr. EENNEDY. I look forward to
what will be, I am sure, a joyous and
beneficial exchange.

Mr. SIMON. I am sure I will be able
to convince the Senator from Massa-
chusetts that Puerto Rico ought to be
included.

Mr. KENNEDY. I will be persuaded
and hope the Senator will have a simi-
larly open mind.

Mr. President, I will take a few mo-
ments to go through this because I do
think, as the Senate is focusing on this
issue, these points need to be under-
stood.

1949 AMENDMENTS

Congress raised the minimum wage
from 40 cents to 75 cents an hour in
1949, an 87.5-percent increase. During
the deliberation of the amendments,
business organizations consistently
warned of significant increases in un-
employment and inflation as a result
of the legislation.

Yet overall unemployement de-
creased from 5.9 percent in 1949 to 5.3
percent in 1950, youth unemployment
fell from 13.4 to 12.2 percent, and total
employment rose more than the prior
year when there was no increase in
the wage.

19556 AMENDMENTS

Congress raised the wage to $1 an
hour, a 33-percent increase. Again
Congress heard stern predictions from
business groups of the certain unem-
ployment and inflation which would
follow as a consequence of the in-
crease. The U.S. Chamber of Com-
merce warned in testimony to the
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committee: “Low paid workers who are
covered by the law will have been
barred from jobs by Members of Con-
gress."”

Yet overall unemployment fell from
44 to 4.1 percent, youth unemploy-
ment slightly increased from 11 to 11.1
percent, and total employment in-
creased more in 1956 than in the prior
2 years in which there had been no in-
crease.

1961 AMENDMENTS

Congress increased the minimum
wage to $1.15, and to $1.25 in 1963, and
expanded coverage to retail and serv-
ice establishments. Again, during con-
sideration of the legislation, business
opponents predicted significant impact
on unemployment and inflation. In
testimony before this committee, the
U.S. Chamber of Commerce stated:
“Many retail and service employers
have already predicted layoffs * * * if
brought under coverage of the $1.25
law.” The Chamber went on to assert:
“Whatever good might result from
minimum wage legislation would be
far outweighed by the unemployment
and inflation the legislation would
provoke.”

Yet retail and service employment,
which had increased 1.2 percent be-
tween 1960 and 1961 when not covered
by the FLSA, jumped 3.3 percent be-
tween 1961 and 1962. Overall unem-
ployment fell from 6.7 to 5.5 percent,
youth unemployment fell from 16.8 to
14.7 percent, and overall employment
increased six times as much as in the
prior year when there had been no in-
crease. Inflation increased at a lower
rate in the year after the increase in
the minimum wage took effect than in
the year prior to the increase.

1966 AMENDMENTS

Congress increased the minimum
wage from $1.25 to $1.40 in 1967, to
$1.60 in 1968, and expanded the cover-
age of the FLSA. Once again this com-
mittee received testimony from a vari-
ety of business organizations predict-
ing significant adverse employment
and inflationary impact. Yet unem-
ployment fell from 3.8 percent in 1966
to 3.6 percent in 1968, youth unem-
ployment fell from 12.8 to 12.7 percent
for the same time period, employment
increased by over 3 million workers,
and labor market participation rates
hit a postwar high in 1969.

The increase which took effect in
1968 raised the minimum wage to 55.4
percent of the average hourly earn-
ings, the highest relative level of the
minimum wage. Yet careful study of
its impact on employment led Secre-
tary of Labor George Shultz to report
to Congress in 1970:

There was continued economic growth
during the period governing the third phase
of the minimum wage and maximum hours
standards established by the FLSA Amend-
ments of 1966. Total employment on non-
agricultural payrolls (seasonally adjusted)
rose in 28 out of 32 consecutive months be-
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tween January 1967 and September 1969. In
the most recent 12-month period, employ-
ment climbed 3.2 percent * * * between
September 1968 and September 1969. Em-
ployment rose in all major nonagricultural
industry divisions during the 12 month
period between September 1968 and Sep-
tember 1969, In retail, services and state and
local government sector—where the mini-
mum wage had its greatest impact in 1969,
since only the newly covered workers were
slated for Federal minimum wage in-
creases—employment rose substantially.

The report to Congress of Secretary
of Labor Hodgson the following year
confirmed Secretary Shultz's analysis:

In view of the overall economic trends, it
is doubtful whether changes in the mini-
mum had any substantial impact on wage,
price, or employment trends. Of much
greater significance, however, is the fact
that the 15 cent boost did help two million
workers recover some of the purchasing
power eroded by the steady upward move-
ment of prices which had started even
before the enactment of the 1966 amend-
ments.

1874 AMENDMENTS

Congress increased the minimum to
$2 in May 1974, $2.10 in 1975, and
$2.30 in 1976. In hearings before this
committee prior to passage of the in-
crease, again businesses testified to
the adverse employment impact of the
proposal. One witness for the Ameri-
can Retail Federation testified that
they would be forced to implement
“alternatives,” including:

Obviously to reduce the number of em-
ployees. The first ones to go would have to
be marginal employees we in many cases are
carrying now. We would also have to suggest
retirement to employees who are no longer
productive but who we are currently carry-
ing.

Yet even during the 1975 recession
during which unemployment rose
from 5.5 in 1974 to 7.6 percent in 1976
and youth unemployment increased
from 16 to 19 percent, retail employ-
ment increased by 655,000 jobs, a 5.2-
percent increase.

1977 AMENDMENTS

Congress increased the minimum
wage in four steps, to $2.65 in 1978,
$2.90 in 1979, $3.10 in 1980, and to the
the current $3.35 in 1981. This com-
mittee again received testimony from
business organizations predicting sig-
nificant job loss stemming from pas-
sage of the amendments. The U.S.
Chamber of Commerce testified that
the proposed minimum wage increase
would result in about 2 million lost
jobs. They offered as evidence a study
providing a State-by-State breakdown
of the lost jobs totaling 1,977,000 by
1980, if the minimum wage reached
$3.15 an hour—the bill which passed
reached $3.10 by 1980. The chamber
witness stated:

Rather than help a person who is now
making $2.30 by raising the minimum wage
to $2.65 or $3.00, you are hurting him be-
cause you put him out of work. So the mini-
mum wage may be $3.00, but his wage is
zero unless he can collect welfare, because
his job is eliminated.
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The chamber testimony also calcu-
lated a first year job loss of 400,000,
387,000 of which would be teenage
jobs. Minority teenage unemployment
would increase almost 6 percent to 45
percent with a $2.65 minimum the
first year.

One retailer testified that 5,800 of
29,000 convenience stores would have
to close if the minimum wage increase
became law. He concluded:

The minimum wage increases contemplat-
ed by S. 1871 could sound the death knell
for a large number of convenience food
stores. It could force mass layoffs and could
cause some companies to completely go out
of business.

Yet the following table demon-
strates what the actual employment
impact was:
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As the table indicates, total employ-
ment increased 8,296,000 1977-81. The
only decline in employment occurred
in 1982, a year in which there was no
increase in the minimum wage. Em-
ployment increased 3,313,000 in 1977,
also a year in which there was no in-
crease, and it increased 3,927,000 in
1978, the year a 15 percent increase of
the minimum wage went into effect.
Teen employment increased 382,000 in
1978, as compared to an increase of
352,000 in 1977 when there was no in-
crease in the minimum wage. Minority
teen unemployment declined 1.8 per-
cent in 1978 when the minimum wage
reached $2.65, instead of the almost 6
percent increase projected by the U.S.
Chamber of Commerce testimony in
19717.

Contrary to the testimony project-
ing 5,800 of the 29,000 convenience
stores closing if the minimum wage
were increased, the number of conven-
ience stores increased by 4,100 be-
tween 1977 and 1978, as compared to
an increase of 2,000 between 1976 and
1977, when there was no increase in
the minimum wage.

Retail employment also increased by
1,381,000 in 1977-81. The only decline
in retail employment was in 1982, a
yvear in which there was no increase in
the minimum wage. Retail employ-
ment increased in 1977 by 599,000,
when there was no increase in the
minimum wage, and by 765,000 in
1978, the year a 15-percent increase
was in effect.

The 1977 amendments also created
the Miniumum Wage Study Commis-
sion to examine the impact of the
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FLSA. In the May 24, 1981, letter to
the President and Congress accompa-
nying the Commission's recommenda-
tions, the Commission Chairman
termed the research ‘“the most ex-
haustive inquiry ever undertaken into
the issues surrounding the act since its
inception.”

The Chairman of the Minimum
Wage Study Commission concluded in
the seven volume report:

The evidence suggests that recent changes
in the Fair Labor Standards Act have had
relatively little impact on national unem-
ployment levels and that the achievement
of substantial decreases in unemployment
(if they are achievable at all through
amendment of the Fair Labor Standards
Act) could be obtained only at the cost of a
very large subsidy of employers in the fast
food, retail and other low-wage industries by
low-wage workers, or tax payers, or both
L

The purpose of the Fair Labor Standards
Act was and is to establish a floor below
which wages will not fall, a floor which is
adequate to support life and a measure of
human dignity. It is a laudable legislative
effort to ensure a just wage in return for a
day's labor * * *.

That the minimum wage has not brought
us to the Earthly Paradise may be a disap-
pointment, but it should not be a surprise.
That it has provided a working floor below
which wages would have gone in its absence
and have not gone because of it, suggests
that it has done what it was intended to do.
May that be said of each of us.

1987 TESTIMONY

The committee again received testi-
mony and accompanying studies pro-
jecting significant adverse employ-
ment impact under S. 837. One study
submitted by the U.S. Chamber of
Commerce calculated 1.9 million jobs
would be lost by 1995 under S. 837 as
originally introduced. This study con-
cluded that through the first 3 years
($4.65) there would be a 550,000 de-
cline in employment, 113,000 to
339,300 of which would be teen jobs,
and a 0.4 percent increase in the un-
employment rate.

Another chamber of commerce
study received by the Labor Commit-
tee concluded that through the same 3
years of the bill ($4.65) total job loss
would exceed 750,00, 420,000 of which
would be teen jobs.

Another witness presented the con-
clusions of a study commissioned by
the Retail Industry Task Force, which
calculated that at a minimum wage of
$4.65 882,000 people would lose their
jobs, 364,000 from the retail industry.”

CONCLUSION

These projections of job loss are con-
sistent with the previous projections
by business organizations and econo-
mists in opposition to previous amend-
ments to the Fair Labor Standards
Act. Yet it is apparent from the em-
ployment and unemployment data fol-
lowing previous adjustment to the
FLSA rate that the adverse employ-
ment consequences projected by these
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and other economic studies have never
come to pass.

It is not surprising that the historic
data on employment and unemploy-
ment do not support conclusions by
economists plugging data into a model
or a formula. Wage markets do not
behave the same as commodity mar-
kets vis-a-vis the economists’ stock in
trade, supply, and demand curves. As
Dr. Adams testified before the Labor
Committee:

We visualize the labor market as one that
is highly fragmented, not like the market
for wheat and corn and potatoes, but
rather, it is an individual relationship be-
tween workers with very specific qualifica-
tions and their employer. And in such a
fragmented labor market, certain workers
fall behind, lack bargaining power, lack in-
formation and are unable to achieve a
market wage.

Similarly, it would not surprise the
original drafters of the FLSA that
wage markets behave differently than
commodities markets. The fundamen-
tal premise of those who authored the
FLSA was that labor is not a commodi-
ty, and as a matter of public policy,
should not be treated as such.

The differences between economic
and business projections of adverse
consequences and the subsequent
actual employment data may have
been best explained by Dr. Walter Ga-
lenson, in his testimony before this
committee in 1977:

Economists are prone to make strong
policy statements on the minimum wage,
and one would have supposed that by this
time, they would have had a firm support-
ing factual foundation. This is unfortunate-
1y not the case. * * * One of the difficulties
with most of these studies is that they are
based upon macroeconomic data, and that
heroic assumptions are necessary in order to
distill out the effects of economic develop-
ments that are occurring simultaneously.
* * * The problem with arguments on both
sides of the issue is that the major forces
that determine the level of employment
swamp any and probably minor effects that
might be attributed solely to a change in
the minimum.

Dr. Galenson’s observations were
supported in the hearings this Con-
gress by Dr. Gerard Adams, who testi-
fied:

I conclude by saying that our econometric
estimates suggest that at worst, adjustment
of the minimum wage to $4.65 an hour and
indexing thereafter will have small effects
on the GNP and employment and only mod-
erate effects, up to .29% annually, on infla-
tion. These are tiny imperceptable differ-
ences, and they will be overwhelmed by
small changes in any number of more im-
portant variables that affect our economy.
.- 8w

A ten cent increase in the price of gasoline
will give you two-tenths of one percent on
the inflation rate if you carry it through
the model.

A $10 billion change or reduction in gov-
ernment spending—$10 billion is not a large
number—would give you approximately the
:la.me impact on unemployment as we get

ere.
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Mr. President, over the course of
this debate when we hear about in-
creasing unemployment, loss of jobs, I
think it is relevant to go back over
what the history has been. Has history
sustained the arguments of those who
have been opposed to the increases
with a loss of jobs, with a loss of op-
portunity in the home, with a stifling
of the economy, or has it been the op-
posite way? Look at the history, Mr.
President. Every indication from those
past increases sustains the view that
those of us who support an increase
have maintained.

I see on the floor my good friend
from Utah. Last evening he made ref-
erence to 7 inches of editorials that
opposed the increase in the minimum
wage. I told my good friend from Utah
that I was going to have a good
evening of reading last night. I made
some reference to that as being the
power of the chamber of commerce to
which the Senator from Utah took
some umbrage, and said it was really a
reflection of the free press. If I do not
state it correctly, I hope I will be cor-
rected. I am sure I will.

So I opened up the one column here,
and I looked under my State, Massa-
chusetts. I read the editorials of the
Boston Herald, which sustained the
position of the Senator from Utah.
That is not controlled—although some
people think it might be, but I do not
believe it is controlled by the chamber
of commerce. I turned to the second
page. I see the Pittsburgh Sentinel En-
terprise guest editorial. So I thought
well, that might be interesting. Mr.
Richard Lesher is the president of the
chamber of commerce. That was up in
Pittsburgh.

Then we went to the New American
Belmont that had opposition. Then I
turned to the third page. I see the Bal-
timore Sun in my Massachusetts sec-
tion, but I looked over in side and they
indicated that same editorial was in
The Holyoke Transcript. Then I went
over to the next page, and it has a Wa-
terbury, CT, Republican. That article
was written by Robert Martin, who is
the director of the chamber. The simi-
lar article, identical, is in another Mas-
sachusetts paper by Mr. Martin. That
is in the Barnstable Patriot. So we are
now batting 85 percent with the cham-
ber. Then I go to the next page to the
Ansonia, CT, Sentinel. Guess who
wrote that article? It was Robert
Martin again, of the chamber. That
same editorial appeared in the North
Adams Transcript.

So the chamber in terms of the Mas-
sachusetts press, we are batting about
75 percent. I wanted to draw that to
the attention of my good friend and
colleague. I am delighted to see him
back here on the floor, and look for-
ward to hearing his arguments in sup-
port of his amendment.
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The PRESIDING OFFICER. Does
the Senator from Massachusetts wish
to have some items in the RECORD?

Mr. KEENNEDY. Mr. President, I
think we can reference those matters.
I will not bother putting them in the
REcorbp. Thank you.

Mr. HATCH addressed the Chair.

The PRESIDING OFFICER. The
Senator from Utah.

Mr. HATCH. Mr. President, I call
the Senator’s attention to the editorial
on the front of this, just one of the
volumes of editorials against the mini-
mum wage. It is an interesting editori-
al not written by the chamber at all.
As a matter of fact, it is written by the
New York Times. It is astounding. Ten
years ago I do not think the New York
Times would have been against the
minimum wage increases. But be that
as it may, they may not be now. I have
seen the New York Times change its
position before, which they have a
right to do.

But if you look at these editorials
you will find that for the first time in
history newspapers and print media all
over this country are alarmed and con-
cerned about the actual facts brought
up by an overwhelming number of
economist, in fact virtually every main
line economist, that the minimum
wage is detrimental to the very people
that they claim they are trying to
help. And frankly, it is very detrimen-
tal to the country.

It does not take much in the way of
intelligence to understand if you push
up the minimum wage everything else
goes up as well. If somebody is at $3.35
an hour and you put it up to $3.75,
which this bill will do next year, all of
a sudden those who are making $3.75
have to go up. It just makes sense. Of
course, maybe that is what the distin-
guished Senator from Massachusetts
wants. Those at $4 or $5.50 have to go
up, all the way up the tree. Who pays
for all of that? Why, every consumer
in America. I might add they pay for it
because all of the costs of goods and
services go up. Not only that, but the
people who are hurt the most are
really the elderly on fixed incomes,
and Social Security because they have
to pay even though they are limited in
their income. They do not have any
real way of going out and making
more income.

Of course, nobody is going to give
any consideration to this bill to the
low-wage workers because they pay
more and the very people who get this
so-called wonderful benefit of an in-
crease in the minimum wage are
paying more. So the 40 cents you give
them is basically taken away. But it
costs everybody. It does not take any
brains to figure that out. It was not
even difficult for a lot of these news-
papers.

It is no secret that the chamber of
commerce is against increases in the
minimum wage, as is virtually every
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business organization in the country.
Is it just because they are a bunch of
greedy people who want to make
higher profits? I think we have to say
there is nothing wrong with making
profits. But I think it is also a little bit
callous to accuse all business people of
being greedy or even to say that all
workers are poor since we know that
about 14 percent really are working
poor under the minimum wage today.
But why increase the minimum wage
for everybody when we could take care
of the working poor with something
like an unearned income refundable
tax credit which would really work,
and which would not cause an infla-
tionary spiral.

Mr. KENNEDY. Will the Senator
yield?

Mr. HATCH. If I could finish, but I
will be happy to debate as time goes
on.

Let me just say this: The distin-
guished Senator, I understand in my
absence, was talking about when I
worked as a janitor at BYU to put
myself through college, that probably
it did not take very long for me to
learn that. It did not take me 3
months of a training wage to learn
that job. I think he denigrates all cus-
todians in this country.

Let me tell you something: There is
a little bit of skill, if not a great deal
of skill, in being a really good custodi-
an. I happened to have worked to
become a good one. I know that the
distinguished Senator thinks that is
where I should still be. [Laughter.]

On the other hand, I have had the
experience of working for the mini-
mum wage, which he has never had
nor ever will. I know what it is like to
do it, and I know what it is like to get
an entrance job. I wondered whether I
could get that 60-cents-an-hour job, or
whatever it was at the time. I do not
believe it was more than 60 cents an
hour. I worried sick about it, because 1
was not sure there would be one for
me, If I had not had that job, I could
not have made it through undergradu-
ate school.

If I had not worked pretty close to
the minimum wage—I cannot remem-
ber the exact wage—as an all-night
desk attendant in the girls’ dormitory
at the University of Pittsburgh, Elaine
and our three children and 1 would
not have made it through law school.

I understand this problem, and I un-
derstand the desire—and I think it an
altruistic desire—on the part of my
distinguished colleague to have every-
body make a better wage. I like that
myself. But the laws of economics say
that if you price some of these poor
people out of the marketplace, those
jobs go, too, and that is unfortunate.

I saw a letter yesterday from one
group touting the minimum wage and
saying that we should all vote for it,
saying youth employment has gone
down. It sure has, under this adminis-
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tration, because the economic policies
of this administration have been bene-
ficial, even though they have not been
perfect, and we have had 69 months of
continued economic expansion since
the last minimum wage was raised in
the early 1980’s. I think it is time for
people to stop and think maybe that is
why.

If we have 14 percent working poor—
or, let us give the benefit of the doubt,
a little bit more than 14 percent—let
us attack that problem directly. I will
join the Senator for an earned income
tax credit refundable to those people,
to bring them to a point where they
can get by. I believe in that. But why
do we have to push up the cost for ev-
erybody in society?

One of the fastest growing areas in
small business is single proprietorships
by women, and you will find that it is
very difficult for them to keep up if
this minimum wage goes up, or they
will have less employment. They will
have less service and even less quality
commodities in our society.

This is a pretty important issue
here. For the first time—and my point
should not be lost by the distinguished
Senator from Massachusetts nor by
anybody else—for the first time in the
history of my discussions of the mini-
mum wage, and it has always been an
uphill battle for those of us trying to
point out these economic facts, news-
papers all over this land have been
writing editorials backing up our posi-
tion. That has not happened before.
True, prodded by business people in
part, prodded by economists, prodded
by academicians, prodded by politi-
cians who are concerned about this
issue; true, prodded by anybody who
thinks about the losses that occur as
we do these things.

I am sure there are editorials that
the Senator can criticize in the thou-
sands of editorials we have shown, and
probably some I can criticize, The fact
is that for the first time that I know,
the country is starting to awaken to
the fact that the minimum wage may
not be the greatest panacea it has con-
tinually been painted to be over these
last several years.

We have been talking about edito-
rials and about the earned income tax
credit. I understand that the distin-
guished Senator from Massachusetts
has criticized the cost of that. I wish
he would look at the cost of increasing
the minimum wage across the board.

Let me take a few minutes to discuss
the training wage amendment of the
distinguished Senator from Massachu-
setts. We knew they were going to file
a training wage which would be so
miniscule that it would not benefit
anybody, of any consequence, that it
would be so limited that it really
would not be much good.

A substantive training wage amend-
ment, in my opinion, is absolutely nec-
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essary if Congress wants to enact an
increase in the statutory minimum
wage.

The sponsors of the bill have argued
that unemployment is not affected by
increases in the minimum wage, and
they have brought out year-to-year
statistics which show that the rate of
unemployment does not necessarily in-
crease when the minimum wage is
raised. But things are not always as
they seem, and statistics are not
always the same when you look at
them through different eyes. Let us
look at these statistics.

One reason the sponsors can claim
little impact on employment is that
jobs are being filled by higher skill
and wage levels.

I will show my colleagues in a few
minutes a chart on this particular
issue.

Between 1983 and 1987, the United
States created over 16 million new
jobs. I think that is one reason why we
do not hear about Reaganomics any-
more. I remember what a term of deri-
sion it was in the first 2 years of the
Reagan administration.

Think about it. The new administra-
tion that comes in generally inherits
the budget, at least for the first year,
of the prior administration. So the
new administration should not be
taking credit for all the good things of
the prior administration. It takes
about a year or a year and a half for
the new administration to implement
its policies.

A good illustration would be Massa-
chusetts. When Governor Dukakis
took over, there was a miracle in
effect. Robert Rice, the famed liberal
Democrat Harvard economist, said it
would have been a miracle if Massa-
chusetts had not had a miracle be-
cause the former Governor King had
Jjust cut all the taxes and Reagan had
started an increase in military spend-
ing and, of course, Massachusetts took
off. In 1986 there was a $1 billion sur-
plus in Massachusetts, $1 billion. This
year it was a $450 million deficit. After
spending that $1 billion and all the in-
creased revenues that came from that
Massachusetts miracle, they wound up
with a $450 million deficit. Maybe that
occurred for a variety of reasons, but
it bothers me.

Between 1983 and 1987 the United
States created over 16 million new
jobs. That is exemplified by this bar
chart going up. Of these new jobs, 12
million were at wages of $10 an hour
or more, 12 million of the 16 million
were for high wages. Think about
that. More than 3 million paid wages
between $6 and $10 an hour, more
than 3 million. Fifteen million of the
16 million were for more than $6 an
hour. Twelve million of them were for
more than $10 an hour. These were
new jobs created by Reaganomics, if
you will.

What about this?
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Mr. KENNEDY. Mr. President, will
the Senator yield on that point?

Mr. HATCH. Sure.

Mr. KENNEDY. What is the objec-
tion to raising the minimum wage? If
you have all these jobs paying a good
deal more, what is the threat to it?
You have a certain percent of Ameri-
can families who are not in that. You
say all of these jobs, 15 million of the
16 million are above $6 an hour. What
is the objection? Why not look out for
those few millions of families that are
dependent upon that?

Mr. HATCH. I think the answer to
that is a very clear one. You lose all or
at least a good percentage of the entry
level jobs that help people to get in
these two categories. They are stuck
here because they cannot get a job be-
cause those jobs do happen to dry up.

The reason the 16 million jobs have
been created has not been because of
the minimum wage. It has been be-
cause there has not been an increase
in the minimum wage, in part. It has
been because of Reaganomics. It has
been because of an adequate economic
structure and system right now, and it
has been basically because we had eco-
nomic prosperity for 69 straight
months, part of which is because infla-
tion has been kept down because we
have not had a continually increasing
minimum wage pushing up the wage
floor for everyody, and the cost of
goods and consumer products for ev-
erybody, and hurting everybody who is
on fixed income in our society.

This particular chart is very reveal-
ing because of the 16 million new jobs
created under this administration’s
watch, 12 million or more were $10 an
hour or more. In other words, it is a
myth to say that they are all mini-
mum-wage, food service jobs. Frankly,
McDonald’s for example, pays more
than the minimum wage. It is difficult
to get people to do that type of work
and keep them.

The vast majority of all jobs created
over the last 7 years have been over
$10 an hour—$12, maybe. Another
almost 4 million have been over $6 an
hour, between $6 and $10 an hour. So
16 million of the 17 million jobs cre-
ated have been more than $6 an hour.

Now, this bottom figure is that jobs
of $6 an hour or less have diminished.
The reason that is so is because there
is so much opportunity on this end be-
cause we have not saddled the Nation
with fictions like the minimum wage
which drive everything up while bene-
fiting no one. It is a myth to think
that if you give somebody from $3.35
to $3.75, everything else does not go
up, too, or virtually everything else.
And when everything else goes up in-
cluding the costs of that corn at the
store, that poor guy who has made
that extra 40-cent jump is finding that
he is spending 50 cents more for food
so he or she is not getting any bene-
fits.
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They might initially receive some
temporary benefit but not very much.
If we raise the minimum wage, thus
eliminating hundreds of thousands of
jobs—and I would say more of these
entry-level jobs—how do we ever
expect the unskilled or the inexperi-
enced citizens of our society to break
into the labor market? The distin-
guished Senator from Texas made a
very profound point there.

Second, if we narrow the scope of
these statistics, we will see that teen-
agers and other inexperienced workers
are the ones who are hurt by the arbi-
trary increases in base wages. Take a
look at this next chart.

Now, this is from Labor Department
data, percentage of 16- to 17-year-olds
with jobs. Look at what has happened.

There were minimum wage hikes in
1979, 1980, and 1981. Note the sinking
line. In 1979, it started down; 1980
started down; 1981. It had bottomed in
1982. The fact is it does not start back
up again until 1982. Youth in this soci-
ety were seriously hurt by increases in
the minimum wage.

Now, we can break this down a little
more. Just look at this chart again.
The labor force participation rate for
young black men, particularly for
those in the 16 to 17 age groups, shows
that young minorities are seriously af-
fected by minimum wage increases.
The periodic increases in the mini-
mum wage, together with the 1961 and
1974 Fair Labor Standards Act Amend-
ments which increased not only the
rates but the coverage, resulted in di-
minished labor force activity by young
blacks, one of the groups that they
claim they are targeting with this type
of legislation.

I ask unanimous consent to include
in the REcorp a table taken from an
article written by Dr. Walter Williams,
professor of economics at George
Mason University, and statistics from
the Department of Labor.

There being no objection, the chart
was ordered to be printed in the
RECORD, as follows:

MALE CIVILIAN LABOR FORCE PARTICIPATION RATIO BY

RACE, AGE
Black/white maes
Minimum wage and year
1617 18119 2024 16 plus
0.99 L1 1.0% 1.00
1.00 101 1.05 1.00
96 106 1.01 99
85 101 1.03 99
96 103 1.02 1.00
8 1.02 1.04 1.00
99 1.03 1.03 1.00
96 1.06 1.02 9
93 1.04 1.03 98
8 1.02 1.04 99
88 101 1.05 99
1966........... 87 9 1.06 98
$1.40/per hour: 1967 ... 86 95 1.04 a9
sr.swger hour:
1968 L] 96 1.03 5
n 95 Loz 96
11 82 1.00 96
65 8 58 84
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MALE CIVILIAN LABOR FORCE PARTICIPATION RATIO BY
RACE, AGE—Continued

Black/white males
Minimum wage and year
161017 18019 20to 24 16 plus

1972 68 85 g1 9
1973 63 85 95 93
65 &5 85 82

51 19 42 81

51 I 81 80

I L] 89

51 19 50 80

55 a1 g2 50

37 J6 11 89

4 81 89

49 18 31 90

52 a7 2 9]

51 19 91 91

6l B4 g1 91

6l 82 )| 92

Mr. HATCH. These findings were
corroborated by Prof. Finis Welch of
UCLA who testified that the adverse
impact of a minimum wage increase
would fall disproportionately on black
teenagers. He pointed that today a
black teenager was only half as likely
as a white to be employed despite
overall gains in minority employment
during the last 6 years.

And, Mr. President, we will be sadly
mistaken if we think that these teen-
agers will automatically get jobs when
they turn older. I am reminded of the
testimony presented to the Labor and
Human Resources Committee back in
1985 when we were considering an-
other proposal for a youth opportuni-
ty wage. Mayor Marion Barry, then
president of the National Conference
of Black Mayors, stated his dismay
over the joblessness of many young
people. Let me quote from his testimo-
ny.

* ** if we are not careful here, we are
producing a generation of young people who
have never held a job, And I think that is a
dangerous situation for us to be in, where
you have people at 23, 24, and 25 years of
age who have never held a job.

During the same hearing, Mr. Angel
Lopez, then national chairman of
SER-Jobs for Progress, a national or-
ganization dedicated to expanding op-
portunities for Hispanics, commented
on his own experience:

I come from a poor family, my parents
were migrant farmworkers, We barely made
enough money to live on. In the summer
months, I would help with the family
income by working in the fields at consider-
ably less than the minimum wage of the
time. I would venture to say that the poor
in our country are no different today than
they were when I was growing up. Given the
option of no job versus a job that paid less
than the minimum wage, there is no ques-
tion in my mind as to what I would have
done. I am equally certain that if my first
employer had been required to pay the pre-
vailing minimum wage, I would not have
been employed.

The National Conference of Black
Mayors, SER, and other national orga-
nizations which endorsed the Presi-
dent’'s training wage proposal in the
last Congress, were not against the
minimum wage. Many of these same
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groups may be supporting S. 837
today. But they also recognized the
impact the statutory wage floor has on
the unskilled and the inexperienced.
Obviously, a higher minimum wage
means a higher hurdle for them to
jump over. That is what it means.
Nobody can refute that.

We simply cannot pass a minimum
wage increase without taking the tre-
mendous loss of entry-level jobs into
account. But the Federal Government
cannot afford the billions of dollars it
would take to provide such jobs direct-
ly. A tax credit approach has some
merit, but it is costly. But I would be
for that because we could then help
those who really do need the help who
are of the working poor.

And, as we have had demonstrated
with the Targeted Jobs Tax Credit—a
program I have traditionally support-
ed—a tax approach would serve as an
incentive only to those businesses
which have a tax liability, excluding
many small businesses.

Senator KENNEDY'S amendment pro-
poses a small expansion of the student
learner wage already provided in the
Fair Labor Standards Act to allow 12
full-time students instead of 6 to be
hired under the certificate. This stu-
dent learner wage has always been in-
sufficient for three main reasons:
First, many employers are turned off
by the paperwork and restrictions in-
volved; it is a bureaucratic mess, a bu-
reaucratic nightmare, and typical of
what is offered generally in the Con-
gress; second, even large eraployers are
limited to the specified number of stu-
dents. In this case it would go from 6
to 12. That is ridiculous and employers
are employing thousands of people. It
really does not help anybody. The
workers, in addition to that—this is
most important—three, perhaps the
most important point of all, the work-
ers must be full-time students. There
is no opportunity for dropouts or
recent graduates who are unemployed
and want a job.

So, this proposal by the Senator
which is the pending amendment is a
sham. It is a sham to say that they are
for a training wage when they in fact
really are not. It really does not apply
and it will be used for people who
really do not need the help, where a
real training wage will help those who
do need the help.

The amendment I propose will pro-
vide substantive, meaningful assist-
ance to those who need a boost getting
into the labor force. My amendment,
however, is modest—especially when
compared to the proposal endorsed by
the National Conference of Black
Mayors, SER, the Boys Clubs of Amer-
ica, and other civic and business
groups.

The amendment I have introduced
would permit an employer to pay 80
percent of the statutory minimum
wage—but no less than $3.35 an hour—
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for 90 days to individuals who have no
previous employment with the em-
ployer.

So, it opens the door to them. That
is all it does. You give up 3 months,
you open the door to them, then they
have to be paid the minimum wage or
better afterward. Once that door is
open they will generally make more
than the minimum wage.

The old proposal was a T5-percent
differential for 5 months during the
summer. If we are going to pass a min-
imum wage increase at all, we ought to
at least try to mitigate the negative
impact it is guaranteed to have on
those who want to work but have no
skills, no experience, and no refer-
ences.

This amendment is not a new idea,
and I am sad to say it is not my idea. I
wish I had thought of it. I think the
idea may have originated with Senator
Javits or Senator Schweiker during
the 1977 FLSA amendments. But,
whoever it came up with it was abso-
lutely right to suggest that this kind
of incentive to create training oppor-
tunities was needed.

We need entry-level jobs which offer
the individuals the opportunity to ac-
quire skills, and work experience, and
the training wage seems to me is the
best way. But the training wage
amendment of the distinguished Sena-
tor from Massachusetts is nothing
more than a sham, a mock training
wage, something that is basically bu-
reaucratically ensnarled. It is going to
be very difficult to have any meaning
whatsoever.

Let me give you a little more de-
tailed description of it. It applies only
to full-time students. The full-time
student program allows employers to
hire full-time students currently,
under present law, with 85 percent of
the minimum wage with some limita-
tions. During fiscal year 1987, 12,391
establishments were authorized to
employ an estimated 108,000 students
at the 85-percent level.

It must be noted that *“authorized”
does not necessarily mean actual use
of this exemption.

The peak utilization year for this ex-
emption was 1978 when almost 32,000
employers were authorized to hire an
estimated 515,000 students. This ex-
emption applies only to full-time stu-
dents that can be employed only on a
part-time basis, and not in excess of 20
years in any workweek except during
vacation periods. Employment has to
be in retail or service establishments.

So it is limited to that—agriculture
or institutions of higher education.
Those are the ones—retail or service
establishments, agriculture or institu-
tions of higher education. The number
of full-time students that can be em-
ployed by an employer at a training
wage is limited to six per day under
present law. All the Kennedy amend-
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ment would do is expand that to 12
per day per certificate. Basically, a
very modest, meaningless expansion.

Mr. KENNEDY. Mr. President, will
the Senator yield on that point?

Mr, HATCH. Let me make the last
two points.

Every year employers must apply
and receive Department of Labor ap-
proval, every year. All of those 32,000
employers at the hike—or was it a
little bit higher than that?—would
have to apply every year to get De-
partment of Labor approval prior to
using the program.

I have to admit that the Department
of Labor approval is generally auto-
matic unless an employer has violated
the restrictions on the number of stu-
dents in a previous year.

So Senator KENNEDY wants to put in
a provision that would allow employ-
ers to get temporary authority to do
this, but they have to move to 12 per
certificate. It is a bureaucratic way of
doing things and is not really very ef-
fective.

The fact is, if you look at it, employ-
ers are turned off by the paper work
burden and the restrictions involved,
the constant seeking of Government
help. Even large employers who might
employ a lot more people who never
worked before, would be limited to
only 12 per certificate, 6 more than
current law allows.

Perhaps more important, the work-
ers have to be full-time students. So
the purpose of the training wage is not
to help full-time students. These are
people ostensibly who have the ability
to get jobs anyway, and most of them
can get the minimum wage. The pur-
pose of the training wage is to open
the door to help those who really have
nothing, who are underprivileged, who
are undereducated, who are under-
served, who have no skills—to get the
door open.

A number of years ago, I had a
young black kid come to me, and he
said: “Senator, I'm willing to work for
free if somebody will just give me a
job. I'll work for free, because I know
that if I can get a job and they will
take the time to train me, it won't take
me long to prove my worth, and I'll
make more than the minimum wage.”

That kid, with that attitude, I am
sure, went on to become a success
anyway. But what about the kids who
do not have that? He just wanted a
break. He just wanted an opportunity.
He just wanted the door opened. I
have had countless stories like that
since.

Small businessmen cannot afford to
do it if you force them out of the mar-
ketplace. They cannot afford to train
people, and they will not do it. You
can hardly blame them.

If you look at the Kennedy proposal,
it is restricted to 12 full-time students.
I will grant that allowing 12 students
to participate is better than 6, but
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what do we tell students who only
attend school part-time? Do we say:
“You're out; you don't have a chance
to get a job”? What do we tell the
dropout who is trying to get a job?

This amendment provides nothing
for people who are among the most
difficult in this society, and there are
2.4 million people like this. They do
not have a chance because this train-
ing wage does not embrace them, does
not help them.

No. 2, the Kennedy proposal re-
quires a certification process many
employers would rather not be both-
ered with.

My amendment is simple: Any new
hire may be paid 80 percent of the
going minimum wage for 90 days, and
that is all. Employers do not need to
fill out applications, and the Depart-
ment of Labor does not need to review
them.

No. 3, the Kennedy amendment is
limited to service and retail establish-
ments, for the most part. That restric-
tion alone eliminates potential jobs in
millions of American businesses. That
means any manufacturing company
cannot employ students. That means
the Ford Motor Co. could not use this
program to provide jobs for students
in Detroit.

No. 4, it limits students’ hours to
one-tenth of the total hours of the
firm. Obviously, this implies additional
bookkeeping by the employer; but,
more important, it restricts the stu-
dents.

If a small graphic arts firm in
Ogden, UT, has two full-time employ-
ees working 40-hour weeks, that means
a student couldn't work more than 8
hours a week unless the Secretary au-
thorized more hours in the certificate.
If this same company employed one
student helper for each of its full-time
employees, that means each student
could only work 4 hours, unless the
Secretary authorizes more hours. It is
ridiculous, but that is the way it reads.
It is an eyewash amendment that
people can vote for and say they voted
for a training wage, when it does not
do much more than we have today,
and what we have today does not do
very much, and it will do less as the
bureaucratic ensnarlments continue.

I think that if we examine the dif-
ferences between the training wage
amendment of my colleague from Mas-
sachusetts and the one we filed, the
underlying amendment, ours, will
work; it will help young people all over
this country; and, frankly, it will be
something that will be a tremendous
benefit to the economy and the coun-
try, including the employers, and espe-
cially the small business employers
who want to do something in this area.

So I hope all our colleagues will vote
against the Kennedy amendment and
vote for the underlying amendment,
and I think we will be doing a favor
for these young people.
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(Mr. WIRTH assumed the chair.)

Mr. FORD. Mr. President, will the
Senator from Utah yield me 15 sec-
onds to answer that?

Mr. HATCH. I am glad to.

Mr. FORD. In the words of the dis-
tinguished Senator from Arkansas,
Mr. BUMPERS, if you have allowed us to
write $200 billion of cold checks every
year, you would have 69 months of
prosperity.

Mr. HATCH. You are the one, along
with all the rest of us in the Congress,
who permitted that to occur.

Mr. FORD. I have not voted for an
increase in the debt, and if you will go
look at my record, you will find that.

Mr. HATCH. Neither have I.

Mr. FORD. Probably those are the
only two times in Congress we voted
the same way.

Mr. HATCH. I am not speaking
about the Senator from Kentucky di-
rectly. What I am saying is that the
President can propose budgets, the
Congress disposes of them.

The Congress has been controlled, at
least the House of Representatives,
where all money bills originate and
have to originate under the Constitu-
tion, has been controlled by one party
for 53 of the last 56 years.

Mr. FORD addressed the Chair.

Mr. HATCH. If I could finish, and I
will be happy to yield, the fact of the
matter is that I think there is no
President who can turn this around
solely by himself or herself. We have
to have a better Congress. Now we
have to get better Republicans and
better Democrats to stand up and do
what needs to be done.

But to blame this administration,
which has created 69 months of eco-
nomic prosperity for the spending
practices of Congress, I think is a little
bit of an oversimplification.

Mr. FORD. Will the Senator yield
for a question?

Mr. HATCH. I am glad to again
yield.

Mr. FORD. 1t is the Senator’s party
that controlled the Senate for 6 of the
8 years when all of the deficit was
going down, and name one budget that
the President of the Senator’s party
that he is giving full credit to, and I
think he is a fine gentleman, but he
has never submitted a balanced budget
to this Congress in 8 years.

Now, when you begin to talk about
all of these things and how much this
administration has done to reduce the
debt we talk about the third largest
line item in the Federal budget which
is interest on the debt that is now $3
trillion. So the 200 billion dollars’
worth of cold checks every year is that
something you can brag about? But I
think on October 9 when we had Black
Monday and this administration decid-
ed that it was time they started work-
ing with Congress they sent Howard
Baker and Jim Baker to the Hill to
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confer with us. In 3 weeks we had a
budget; in 3 weeks we passed it, the
first time in this administration’s his-
tory of 8 years that they sent them up
here, and we set then the cap for the
next year which gives us emphasis to a
2-year budget which the administra-
tion has approved.

Finally, in the closing days, we are
beginning to see something happen.

But stand here with all of these
visual aids, all of these charts that
somebody is trying to say we had 69
months of continuous prosperity,
when we have gone $2 trillion deeper
in debt and those people down on the
lower end of the rung keep getting
pushed down and pushed down and
the Senator stands up there with his
blue charts and tries to tell us every-
thing is good.

Now, I do not know where the Sena-
tor has been all these last few years,
but I have been down with my people
trying to figure out how I could help
them, and one of the most important
things is education, and this bill keeps
kids in school. I have not found any-
body that is opposed to trying to help
these students, and by helping the stu-
dents and giving them a livable wage
and encourage them to stay in school.
What is wrong with that?

Mr. HATCH. I do not know where
the Senator has been, but I have
been——

Mr. FORD. I have been right here.

Mr. HATCH. Let me finish.

Mr. FORD. All right.

Mr. HATCH. I have been on the
Senate Labor and Human Resources
Committee working on every educa-
tion bill that has come through here
that has kept those kinds in school,
too, and has also increased a lot of the
spending which I voted for in that
regard.

But let me tell the Senator some-
thing. This administration passed the
Gramm-Rudman-Hollings bill without
which we would not even be as good
off as we are.

Mr. FORD. I thought that originat-
ed here, not down on Pennsylvania
Avenue.

Mr. HATCH. Mr. President, who has
the floor?

The PRESIDING OFFICER. The
Senator from Utah has the floor.

Mr. HATCH. Then I ask I be allowed
to express myself since I have the
floor.

It does not negate the chart.

The chart shows, under this admin-
istration 16 million jobs have been cre-
ated. Twelve million of them have
been created at $10 an hour or more,
which I know that many people in
Kentucky, the State of the distin-
guished Senator from Kentucky,
would consider a pretty reasonable
wage. We would all like to make more,
but nevertheless it is a reasonable
wage in this society today.
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Another three, better than three,
almost 4 million have been created at
over $6 an hour. There is no use kid-
ding about it. That is what this chart
shows.

Our economy actually lost 4 million
jobs paying less than $4 per hour,
which many economists have said may
have a correlation to the fact that the
minimum wage has not been increas-
ing since 1981.

Now, all I can say is this: I do not
know that anybody has all the facts or
all the answers on these problems, but
that is pretty important stuff to not
ignore.

I also have to say that with regard
to the minimum wage, how can any-
body deny that it is an inflationary
push? I hate to say this. I believe that
the distinguished Senator from Ken-
tucky, like myself and many others,
did not like 21.5 percent interest rates
in the late seventies and early eighties.
I did not like it. I know he did not like
it. I know he did not like double-digit
inflation. If I recall correctly, the dis-
tinguished Senator spoke out against
that. I spoke out against it.

We have basically cured both of
those problems. Now the distinguished
Senator would choose to blame that
on the high deficits and say that the
President is responsible for all those
deficits? Come on. Let us be fair.

I think he is responsible for some. I
think he could have put tougher budg-
ets up here. The fact is he knew that
they would never pass this Congress or
any Congress, and the reason they
would not is because of the makeup of
Congress and especially the House of
Representatives, where all money bills
have to originate under the Constitu-
tion.

Mr. FORD. Mr. President, will the
Senator allow me just 1 minute and
then I will stop interrupting?

Mr. HATCH. Sure.

Mr. FORD. But it indicates to me
what the Senator is saying is that he
thinks he should have sent a balanced
budget up here, but he knew it would
not go. What is wrong in doing what is
right? If he had sent a balanced
budget up here, and that was the issue
in the campaign, we would be out of
debt in 1983 and now it is 1989 and we
are still going deeper and deeper in
debt. What is right is right and what is
wrong is wrong.

If he wanted to send a balanced
budget up here he could very well
have done it.

I do not see my educational people
out in my State and I doubt in the
Senator's that are receiving a lot more
money in education. The problem
today is education and the problem
today is because we are not being an
honest partner with our States in
trying to improve education for our
children.

Mr. HATCH. Let me say this: again,
the Senator may not be seeing more
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money but if he is not he is not look-
ing because the good Congress in its
infinite wisdom has increased the cost
of Federal aid to education almost 40
percent in the last 7 years and there is
no use kidding about it. A 40-percent
upgrade in education has been very
costly, but I have supported it because
I think it is that important in our soci-
ety. In most respects, but I have also
tried to keep down extra spending pro-
grams which were not efficient and
were not good educational programs.

Mr. BOSCHWITZ. Mr. President,
will the Senator from Utah yield for a
comment?

Mr. HATCH. I will be delighted to
yield.

Mr. BOSCHWITZ. A comment of a
couple minutes on this subject of the
budget?

Mr. HATCH. Yes, I am glad to yield.

Mr. BOSCHWITZ. I would say that
my recollection on the budget is some-
what different than the Senator from
Kentucky.

The President has indeed sent budg-
ets up here that over a period of years
would be in balance. Whenever the
President sends up the tough budgets,
they are declared dead on arrival by
the people on the other side of the
aisle and, indeed, from some on this
side of the aisle, as well.

Certainly, no one would maintain
that the budget can be balanced in a
single year, and I do not think the
President has ever maintained that.
However, he has sent budgets up here
that, over a period of years, would
indeed knock out the deficit. And I
have supported those kinds of efforts.
Eventually, they were incorporated, to
a large degree, in the Gramm-Rudman
approach, which has shown some
fiscal discipline.

Now, the distinguished Senator from
Tennessee says that the events of Oc-
tober 1987 changed something in that.

Mr. FORD. Mr. President, I prefer
to be called the Senator from Ken-
tucky and not Tennessee.

Mr. BOSCHWITZ. Mr. President,
regular order, please.

The PRESIDING OFFICER. Regu-
lar order is that the Senator from
Utah has the floor.

Mr. BOSCHWITZ. Mr. President,
the President has indeed sent up budg-
ets, as I have indicated, that would
have been balanced over a period of
years.

The Senator from Kentucky said
that, finally, after the events of Octo-
ber 1987, after the market crash, the
administration came up here for the
first time. Well, I have talked to mem-
bers of the administration any number
of times here on the Hill about the
budget in both bipartisan and partisan
meetings.

It is interesting to note that in the
fiscal year that ended on September
30, 1987, we made remarkable progress
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in balancing the budget. In 1986, the
deficit was $221 billion. In fiscal year
1987, which ended before the Black
Monday of the stock market, the
budget deficit went down by a third.
The budget deficit in 1987 was $148
billion, down by $73 billion in the
period of 1 year. That is pretty good
progress, Mr. President.

The reason that it occurred is that
we disciplined spending outlays that
year. Outlays in the Federal budget in
fiscal year 1987 went up by just 1.4
percent, while revenues went up by
nearly 8 percent. If you can discipline
the outlays in that way, you indeed
will be able to come to a balance
rather quickly. And I think that is
what the President has been saying
over a period of years, albeit unsuc-
cessfully.

Frankly, I think that the American
public may have an inaccurate view of
the President’s role in the budget. The
President, indeed, presents the budget
in January of each year. In January of
each year, he sends that budget to the
Congress.

But the budget is unlike a bill that
we pass. The budget is not something
that the President signs. The budget is
not something that the President can
veto. The result is that after the Presi-
dent sends it up here to the Hill, and
after it is declared dead on arrival, as
it so often is because Members of Con-
gress do not like the way the budget
might attack a particular program
that they have an interest in, the
President’s participation largely ends.

The Congress then passes the
budget. The budget is enacted without
a signature by the President. The
President cannot say, “Well, I don't
like that budget; I am going to veto
it,” as he can a bill. As a result, the
part that he plays in the budget is
often overstated.

I agree with the Senator from Utah
that much of the problem lies here in
the Senate and the House of Repre-
sentatives. Indeed, we controlled the
Senate, the Republicans, for 6 of the 8
years of this Presidency, and we bear
part of the blame. I have tried on
many occasions to slow the growth of
spending in the Federal Government,
without success. Very frankly, that
lack of success has been because of
votes, yes, on our side, but mostly
from the other side of the aisle.

This is certainly not a clear-cut
matter where fingers can be pointed.
But it should be understood that the
President’s role in the process of creat-
ing the budget is not as great as is
sometimes written about in the press.
And while these deficits are allegedly
the deficits of this President, I would
contest that viewpoint. As I have said,
the President’s role has largely ended
after he submits the budget; the
budget, unlike a bill, is not signed. As a
result, the budget cannot be vetoed.
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To blame the budget or the deficits
on the President really is incorrect.
We pass those bills and spend the
money. Some of the blame must rest
on this side of the aisle, some on the
other side of the aisle, and some on
the other House, as the Senator has
indicated.

Mr. HATCH. Let me just thank the
distinguished Senator for his cogent
remarks. He is a member of the
Budget Committee and he does under-
stand this, I think, better than most
Members of Congress.

There is no qguestion about it. I per-
sonally would have preferred the
President submit balanced budgets up
here, but he would have been laughed
right out of this town, not only by the
editorial writers and everybody in the
media, but by our friends on the other
side, and even some of us.

Mr. BOSCHWITZ. I know that the
Senator was engaged in conversation. I
pointed out that, whenever the Presi-
dent sends up a tough budget here—
and he has sent up budgets that, over
a period of years, came to a balance—
but whenever he sends a tough budget
up here, it is declared dead on arrival.
Because some Members of Congress on
both sides of the aisle, not liking some
of the provisions where some of their
favorite programs were perhaps re-
duced or in some way affected—decid-
ed the budget was dead on arrival. And
then we blame the President. I would
agree with the Senator from Utah
that we cannot do that.

Mr. HATCH. I am going to ask my
distinguished colleague from Minneso-
ta a question or two.

But let me just say this. I think the
best way that I know of to see whether
or not Members of Congress are for
balanced budgets is to look how they
voted in 1982 and, I believe, in 1986,
when we brought the balanced budget
constitutional amendment to the
floor.

In 1982, there were 69 votes for the
balanced budget amendment in the
Senate. I think the people ought to
check that and see just how sincere
these people are who are talking about
balancing the budget. Because they
had the one chance in their lives to
see that the President and the Con-
gress and everybody else had to bal-
ance the budget. Thirty-one of them
voted against that amendment. I think
you will find an amazing correlation:
Every one of those, I believe without
exception, except those who are no
longer here, would be for the mini-
mum wage, because they love these
programs. They can pretend that they
are helping the weak and poor when,
in fact, all they are doing is basically
sending inflation through the roof,
along with the cost of consumer goods
and everything else and hurting every-
body on fixed income.

I would like to ask the distinguished
Senator a question. I will talk more
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about the training wage in a few min-
utes. I would like to ask the distin-
guished Senator from Minnesota a
question.

He heard the remarks of the distin-
guished Senator from Massachusetts
with regard to the earned income tax
credit. I know the Senator from Min-
nesota is very concerned about that
issue and may even have an amend-
ment on that. So I would like to ask
him: Did he agree with the distin-
guished Senator from Massachusetts
on that, or what would you have to
say?

I certainly did not agree. I think he
is 100 percent wrong. And it is typical.
We just throw these blanket programs
out and say “We are taking care of ev-
erybody,” when, in fact, there is only a
certain segment of people who really
do need the help. And we ought to
help them, but the way to do it is di-
rectly help them. And the earned
income tax credit is a way.

I would like to yield the floor at this
time to the Senator from Minnesota
and maybe I can get the floor back
later to finish my remarks on the
training wage. But I think it is impor-
tant that he answer his comments.

Mr. BOSCHWITZ. Mr. President, I
would say to my friend from Utah, I
did not hear the remarks of the Sena-
tor from Massachusetts. I just came to
the floor, and I understand that he did
make a series of remarks about the
earned income tax credit: That he op-
poses it and that there was a very
large cost related to such an earned
income tax credit. I believe he said
that the cost of it would be $6 billion.
I believe the Joint Tax Committee
said the cost would be $2.1 billion. The
earned income tax credit is very well
targeted, in Pennsylvania and Minne-
sota and even in Colorado, unlike the
minimum wage, which is very poorly
targeted. Raising the minimum wage
hits very few of the poor and would
not really achieve what we want to
achieve by raising the minimum wage.
I think the minimum wage might be
raised moderately, but if it could be
combined with the earned income tax
credit, it would really get at the people
who are most in need.

The earned income tax credit applies
only to families. The earned income
tax credit varies with family size. In
the event a family has four children,
an earned income tax credit of $2,500
could be obtained. In the event some-
body works 40 hours a week, that
would be the equivalent of $1.25 an
hour—not bad.

The way the earned income tax
credit is structured in the amendment,
the credit could be added to a person’s
check every week, so that a person
would not have to file his income tax
and then receive the tax refund at a
later date. The earned income tax
credit is a refundable credit. That
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means that it is refundable, even in
the event that the taxpayer does not
have taxes to pay. A family with four
children, for instance, would have so
many exemptions and such a large
standard deduction that they would
not have taxes to pay. In that case,
the earned income tax credit would be
a refundable tax credit, giving a very
significant increase per hour to a low-
income worker.

The earned income tax credit is
something that goes only to people
who are below a certain income level,
and it gradually phases out. At an
income level of $18,000, the entirety of
the earned income tax credit is phased
out. It has very many positive aspects
to it.

First, it is not inflationary. As I un-
derstand it, the CBO has said that the
increase in the minimum wage called
for in this bill would have a 0.6-per-
cent inflation increase, and I could
well understand how that would
happen. Prior to coming to the U.S.
Senate I was an employer, and I sat
with time cards on many occasions re-
viewing the wages of my employees.
From my experience, I know that if
you raise the minimum wage by $1.20
the entire wage structure would go up.

If you have somebody who is at $4.50
and you have had to raise somebody
who is at $3.60 up to $4.55, the person
at $4.50 is going to have to go to $5.25,
and the guy who was at $4.90 is going
to have to go to about $6. The whole
wage structure is moved up. With that
comes inflation. I think the CBO’s es-
timate of 0.6 is probably a conservative
estimate, very frankly.

The impact of that 0.6 percent on
the budget would be very meaningful.
The cost of all Federal programs
would rise. All of the entitlement pro-
grams that are indexed would auto-
matically go up. And the cost to the
Federal Government would be very,
very great.

However, that is not scored, as they
say here in the Senate. That is not
counted as an outlay by the CBO. The
OMB will not score that as an outlay
either, although the inflation caused
by this bill is going to cause the cost of
the Government to rise.

The earned income tax credit would
not cause such an increase in inflation
that would hurt every American. It
does not have that very unfortunate
side effect. In addition, it is targeted
exactly at the people we are seeking to
help with the actions of the Congress
here.

Mr. President, I will offer a longer
statement on the earned income tax
credit at a later date. It certainly does
not have a cost of $6 billion, as the
Senator from Massachusetts stated.
The Joint Tax Committee had said it
has a cost of $2 billion, and those $2
billion are all targeted exactly where
they should be targeted: to poor fami-
lies. It will encourage people to go
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back to work. It is an automatic raise
for low-income workers. It is a fair and
decent approach to this problem.

I yield the floor.

The PRESIDING OFFICER. The
Senator from Texas.

Mr. GRAMM. Mr. President, I rise
in opposition to the bill before us. The
bill before us is antigrowth, antijob,
antipoor, and antiminority and if
adopted will hurt America. But it will
hurt most people that the proponents
of the bill claim they are going to
help.

First of all, Mr. President, I would
like to point out this bill is an absurdi-
ty on its face. If we could pass a law
and make wages what we want them
to be—which the proponents of this
bill, in essence claim—why are we de-
bating a measly $4.55 an hour? I think
we ought to have a million dollars an
hour. We will just pass a law that says
everybody that works gets $1 million
an hour, we will all be rich.

The problem with it there is a quirk
in arithmetic that we all learned in
the third grade and that quirk is a ter-
rible thing but unfortunately it oper-
ates in the real world, outside the U.S.
Congress. And that quirk is that any-
thing times zero is zero. A million dol-
lars an hour times zero hours equals
zero income.

Now, Mr. President, I do not think
the proponents of this bill would
argue that American business is not
out trying to earn a profit. People hire
people up to the point that the wage
they are paying them is equal to the
value of what they are producing for
the company or business for which
they are working. So if people can hire
somebody at $4 an hour and they
produce $4.05 worth of goods and serv-
ices, they hire them. If, on the other
hand, we pass a law that says it is ille-
gal for anybody to work for $4.55 an
hour or less, then a company cannot
hire anybody for less and so if some-
body cannot produce $4.55 per hour
worth of goods and services, this bill
says they will not work in the United
States of America. In essence, what
this bill does, Mr. President, is, in the
most cruel form it cuts the bottom
rung off the economic ladder.

I doubt there are many Members of
this body, though I suspect there are a
few, who have not worked at the mini-
mum wage. I have worked at the mini-
mum wage and acquired great skills in
doing so. I once worked for a peanut
company sanding display cases that
went into filling stations. And I
learned something very important in
that job and that is I did not want to
do that the rest of my life. It had a
profound impact on me. And had the
minimum wage been $4.55 I would
have never learned that lesson because
I would have never been employed.

Now, being an economist and a
schoolteacher, I could stand up here
and rattle off statistics until early

24173

morning, However, I can give you the
lesson of minimum wages in an exam-
ple that is more powerful than all the
statistics economists have generated
indicating this bill will cost America
750,000 jobs a year by 1990 and no
doubt that number or something close
to it, or even above it, is true.

The other day I had some florists
come to see me. I was glad to see them
because they brought me flowers and 1
gave them out to all the people in the
office. And one of them said to me:
“Senator, what do you think about
this minimum wage?”’ And I of course
told him that I would be for a million
dollars an hour if we could make
people hire people and pay the wage.

So he said: “Here is my experience
with minimum wage,” and I want to
share this with my colleagues. He said:
“I normally have about three or four
people who work for me at the mini-
mum wage. They do not work for me
for long. They come in, they learn a
few skills, somebody comes along and
hires them or they move up in my or-
ganization.”

He said: “Six years ago, I hired a
fellow at the minimum wage. He
moved up in my little shop and he
learned all of my skills and he learned
how to do the books of the company.
Then he quit and went across the
street and opened up his own flower
shop. Now he has 10 people working
for him at the minimum wage.”

He basically said if the minimum
wage had been $4.55 an hour, that he
probably would be a rich man today
because the fellow who was in business
across the sitreet competing business
away from him would be on welfare
somewhere rather than hiring twice as
many people as he would hire.

The truth is, Mr. President, that
minimum wage jobs are weigh stations
on the way to opportunity and pros-
perity in America. On-the-job training
is the most powerful training vehicle
we have in America. The training pro-
grams run by the Federal Government
are irrelevant, for all practical pur-
poses, in the operating of the Ameri-
can economy. As proud as we are of
the ones we pass, the truth is the
American free enterprise system is the
greatest training system in history.

America will still survive, America
will still prosper if we pass this bill,
but there are literally hundreds of
thousands, maybe a few million people
who will never get their foot on the
first rung of the ladder. We will end
up squandering their talents because
they will not get that job at that
flower shop; they will not learn those
skills. They will not go out and open
their own business and make a lot of
money and probably will not vote for
me. But America will lose from it. We
will squander the talents of hundreds
of thousands of people because of this
law.
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Mr. President, the history of mini-
mum wage law has had nothing what-
soever to do with poor people. Mini-
mum wage laws have always hurt the
poor. They have always hurt minori-
ties. They eliminate the ultimate jus-
tice of America. The ultimate justice
in America is: I walk into a person's
place of business and I say: “Now,
look, I know you listen to me talk and
you think I am ignorant, you think I
can't do something, but I can, and I
will work for less. You hire me, I will
work for less.” What this bill says, is
that is illegal.

Mr. President, I long for the day
when every American will make $10 an
hour or $20 an hour, but that day is
not going to come by passing laws re-
lating to minimum wage. That day is
going to come by controlling Govern-
ment spending, lowering interest rates,
cutting taxes, and providing incentive
for investment. It is a great paradox
that even with education, as our econ-
omy has become more complex, the
American people do not understand
their economy as well.

I would like to see our colleague
from Massachusetts go back 150 years
when there were little farms out in
Massachusetts and go out on the farm
and meet the little farmer and say:
“Listen, I am getting ready to pass a
law that is going to raise your wages
out here on this 40-acre farm.”

The farmer would say: “That would
be a good thing. How would you do
& i

He would say: “Well, we will have
the Government pass a law, and it will
say you are going to get a certain
amount of money for the number of
hours you work out here behind this
mule.”

The farmer would immediately say:
“Now, wait a minute. How is that law
going to help me grow more corn? How
is that law going to make people will-
ing to buy more corn?”’ Immediately
he would write off the fellow who was
trying to sell this snake oil as being
just another political fellow coming
down the road. And you could do it in
Texas, Massachusetts, or Utah.

Mr. President, today when most
people do not sell what they produce,
when your economy is so much more
complex, people come to believe that
Government has all those mystical
powers, that we can pass a law and
suddenly we can made wages higher.
We can pass laws and make wages
higher, but we cannot pass laws to
make people hire people at those
higher wages, and that is the fallacy
of this provision.

Finally, even if all the claims that
are made for this bill by the propo-
nents were true, one would have a
hard time arguing that this was a bill
that was aimed at poor people. I just
wrote down on my way over four
points that I think are relevant to that
debate.
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First of all, even if noboby was laid
off, denied a job or laid off, by raising
the minimum wage to $4.55 an hour,
the best I can figure, only 11 percent
of those gains would go to people who
are living in proverty. If nobody was
denied a job or laid off, if people just
raised wages because they did not
make any difference anyway, only 11
percent of the gains would go to
people in poverty.

In fact, only 2.3 percent of minu-
mum wage earners are full-time, year-
round workers in families below the
Federal proverty line. In fact, 63 per-
cent of the heads of households in
poverty families in America do not
work at all.

Finally, if you were going to try to
get people out of poverty by raising
the minimum wage, you are going to
be trying a long time. In fact, if you
raise the minimum wage for a bread
earner for a family of four next year
to $3.75 an hour, that family of four
would still be $4,758 below the provety
line.

Mr. President, we ought to be work-
ing to try to get people to hire more
people. On-the-job training is the path
to progress and prosperity in America.
Anything we do that makes it harder
for young, unskilled people to get on-
the-job training hurts America.

How many people have served with
distinction in this great body who
never would have been here had they
not gotten a job in the past at some
low wage to either learn some skill or
learn that they did not want to do
something the rest of their life? How
many people have gone on to become
the very captains of industry who
never would have had a job had they
not taken a low-paying job?

What is missing here is some people
look at these jobs and they say:
“Those are jobs that people are stuck
in all their lives.” They do not see that
entry-level job as being the job that
opens up opportunity for Americans. I
see it that way. I want to have as
many of those jobs as we can create.
America cannot afford to squander
talent, and that is why I adamantly
oppose this bill.

I am not for any compromises on
this bill. This bill is a bad idea. It may
be good polities, but it is very poor eco-
nomics. We can minimize the impact
on it by having a learning wage, and I
hope we adopt it. If we are foolish
enough to pass this bill, we can try to
make it less damaging by having
youth exemption. I would support it,
and we will make it less harmful if we
can have that. But, Mr. President, this
bill is bad for America,; it is bad for the
very people who we claim to be con-
cerned about.

I hope my colleagues will look at the
cold reality of the situation and decide
to vote no on this bill. I yield the floor.

Mr. FORD addressed the Chair.

Mr. KENNEDY addressed the Chair.
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The PRESIDING OFFICER. The
Senator from Kentucky.

Mr. FORD. The Senator from Utah
used my name a few moments ago
about a balanced budget, I under-
stand, or about a vote in 1982,

Mr. HATCH. No, I did not raise that.

Mr. FORD. Maybe it was the Sena-
tor from Minnesota.

Mr. HATCH. I did raise the issue of
a balanced budget. I said that to me
the only way we can tell, in my opin-
ion, who is serious about trying to get
Federal spending under control is to
look at the two votes we have had in
the 1980’'s. I do not know exactly how
anybody voted on it.

Mr. FORD. Since the inference was
made, Mr. President, I would like to
straighten out my voting as part of
the Recorp. I offered an amendment
to that resolution requiring the Presi-
dent to submit a balanced budget, be-
cause that budget amendment re-
quired only Congress to do it and not
the President. So my amendment lost
45 to 53, and you can imagine who
voted against my amendment asking
the President to submit a balanced
budget. And then I offered another
amendment to say that if the Presi-
dent submitted a budget that was not
in balance, he would in that budget
cover why he could not submit the
budget as a balanced budget. Both of
those amendments were defeated and
both of them by 53 votes against and
45 votes for. So that indicates that it
was a divided Senate that voted on it,
and I suspect those from the other
side of the aisle voted in opposition to
the President having to do that.

But then in June of 1987, the
amendment submitted by the Senator
from Texas [Mr. Gramm] required
that the President submit a balanced
budget by 9 to 15, the Congress had to
then pass a balanced budget. I sup-
ported that amendment, and so for
the REcorp I am not a Johnny-come-
lately as it relates to balancing the
budget.

I might add that in the vote on the
last budget, 60 percent of the Republi-
cans in this Chamber voted against
the President’s budget. So I want this
to be balanced. I think the Senator
from Minnesota always couched his re-
marks that Members on both sides of
the aisle have been opposed. But since
we voted on the two balanced budget
amendments in the eighties, Mr. Presi-
dent, I have constantly said that the
executive should be an equal part with
the legislative in trying to bring our
expenditures into balance, and so then
in 1982 and again in 1987, I think my
position has been very clear. And my
vote in June of 1987 on the trade bill,
the amendment by the Senator from
Texas—and I do not think anybody in
this Chamber has any doubt about
how conservative the Senator from
Texas is—supporting that amendment
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I think indicated my desire for a bal-
anced budget.

I thank both managers of the bill for
giving me an opportunity to express
my position as it relates to a balanced
budget.

Mr. HATCH addressed the Chair.

The PRESIDING OFFICER. The
Senator from Utah.

Mr. HATCH. I think my point is still
well taken. I think one of the best
ways to determine who is for balanced
budgets and who is not is who voted
for the ultimate balanced budget reso-
lution. Frankly, 69 of us in 1982 did in
both parties. There were 31 who did
not. In 1987 there were 66 of us who
voted for it. There were 34 who did
not. I think you would find if you cor-
related the votes of those who did not,
for the most part you would find that
they are among those who voted con-
sistently for more and more Federal
spending, regardless of who is Presi-
dent.

So that is my point. Sincerity is a
wonderful thing, but I also think that
votes are wonderful things, too, and
people ought to be aware of those two
very crucial votes. I certainly was not
trying to impugne the distinguished
Senator from Kentucky, but I would
say this, that even on those two
amendments that he supported were
defeated until the 1987 vote. And then
I think the issue is who voted for the
balanced budget then. Only 66. We
lost by 1 vote then. We passed it in
this body in 1982 by 69 votes, a two-
thirds vote plus 2, 67 plus 2, went to
the House and won with 60 percent of
the vote but, of course, we did not
have the requisite constitutionally-re-
quired two-thirds vote and so it failed.
Had that passed in 1982—it would
have been fully implemented 3 years
later—I believe we would be well on
our way to a balanced budget today
because one thing every Member of
Congress, to my knowledge, reveres is
the Constitution of the United States.

When Michael Dukakis had a $40
million deficit this year, it was not be-
cause he was such a great balanced
budget man or that he supported it,
because he does not. It was because his
Constitution requires him to balance
the budget as Governor of that State.
So he had no choice.

Now, neither would any subsequent
President if we had passed that
amendment. So again I call on our citi-
zens all over the country, look at those
2 votes. They will tell you a lot about
who is for a balance budget and who is
not for a balanced budget.

Nevertheless, I would like to go back
to this training wage because I think it
is important, and I will start with this
chart again because I think it is very
important.

Mr. KENNEDY. Mr. President, I will
just respond briefly to some of the
points that have been made here over
the past couple of hours.
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One of the points that was made by
the Senator from Utah and the Sena-
tor from Texas was the fact that if we
provide any increase in the minimum
wage, it is going to filter through the
economy, it will have some impact
through inflation.

We put in the REecorp what the
Wharton School testified would be the
impact. It was two-tenths of 1 percent;
the second year, three-tenths of 1 per-
cent—if we went to $5.05. We are not
there. So it will be considerably less.

The economic impact would be like a
10-cent increase in the cost of gasoline,
a $10 or $15 billion expenditure in the
budget—$10 or $15 billion out of a
budget of $200 trillion. That is the
magnitude of the economic impact on
it.

There are those who say we should
not give the increase because it will be
the cost of doing business. Slavery was
a pretty efficient way of doing busi-
ness, too. But we recognized that that
was completely immoral, and we recog-
nized that we were going to have to
have some sense of decency in treating
the American people. This issue was
debated and accepted 50 years ago.

A number of our Republican col-
leagues supported that increase in
1976. As I mentioned earlier, a Repub-
lican President of the United States,
Dwight Eisenhower, presided over
three increases in the minimum wage.

Even Vice President BusH now says
he is for an increase. Which way do
you want it—the way it is described by
the Senator from Texas and the Sena-
tor from Utah or the way the Vice
President, GEorRGE BusH, describes it?
You cannot have it both ways.

The best test is what has been his-
toric background. When you look at
the historic background, these kinds
of observations about increasing un-
employment and inflation and the ad-
verse impact on the economy are not
borne out. We put that case in the
RECORD.

Mr. President, why is it all right for
the Senator from Utah and the Sena-
tor from Texas and the Senator from
Massachusetts to get the sizable in-
crease in our pay over the last 8 years,
from $60,100-odd to $89,000? Evident-
ly, that was not going to impact our
economy so much.

We provided an increase in the cost
of living for those in the Armed
Forces. The President, a few months
ago, signed an increase in the cost of
living for Federal employees because
the economy is doing so well. Why is it
all right there but not all right for
those doing the most difficult and
most menial tasks in our society? They
do not get it. The 16 million workers,
the poorest workers, who want to work
and not go on welfare, there is no way
we are going to continue the great
prosperity—alleged—on the backs of
those individuals.
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Now, we heard all about prosperity.
You know the figures and the statis-
ties. Seventy-six percent of the wealth
in the country in the last 7 years goes
to two-fifths of the American popula-
tion. The bottom two-fifths have re-
ceived only about 10 or 8 percent.
There is that disparity and we want to
say “No” to them now, “We are not
even going to give you a cost-of-living
increase.” We are not talking about a
pay increase. We are talking about a
cost-of-living increase.

Shame on them, Mr. President.
Shame on those that make that argu-
ment.

Our good friend from Texas talks
about what about 150 years ago if we
went up to those Massachusetts farm-
ers and talked to them, do they want a
minimum wage out there? Well, my
goodness, we have seen what the Mas-
sachusetts taxpayers have been paying
and I have supported them. I have
supported agricultural products be-
cause I believe we are one country in
one history, and I supported that last
program and in the last 25 years, I
daresay, there is not anyone coming
from an industrialized State that has
supported agriculture more than the
Senator from Massachusetts. Those
subsidies have gone from $5 to ap-
proximately $25 billion. I am glad the
subsidies have increased. They are
facing drought and they are facing dif-
ficulty and if we are going to see those
farmers go underground, not only do
we lose those farm families, we are
going to see costs go up in the Massa-
chusetts supermarkets. We understand
that.

We are glad to reach out a helping
hand.

But why do you make that point and
say, “‘Oh, no; not these other individ-
ual Americans; no way. We are not
going to provide an increase because it
is going to cost something.”

Those are arguments that have been
made on each and every ocecasion
when we have had the opportunity to
debate this question, and as I say, the
best evidence is not what we say here,
but what the history has been.

I know the majority leader wants
the attention of the Senate.

Let me just say we have made ad-
justments and changes in our training
rates. The Senator from Utah boo-
hoos the fact we increase by 100 per-
cent the number of students hired.
What he did not read was the other
provisions of the amendment that
permit the employer to petition for ad-
ditional students if he wants it. The
only test would be in displacing the
full-time workers. That is the name of
the game.

If the Senator from Utah differs
with that, we differ.

But there is sufficient opportunity
for the expansion beyond 12 students.
We have put that in there. That will
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be the test. Are you going to displace
full-time workers? If not, hire as many
as you want to.

That is the test, and we have simpli-
fied dramatically the existing program
to make it easier. What we will not
accept is the displacing of workers,
many of them who are providing for
their families with part-time employ-
ment. And that is the basic, funda-
mental issue.

Mr. President, I will be glad to go
into some of these other issues, but I
see our good friend and colleague, the
majority leader, who wants to address
the Senate, and I will withhold the
comments until after he is recognized.

UNANIMOUS-CONSENT AGREE-
MENT—SENATE RESOLUTION
474

The PRESIDING OFFICER. The
majority leader.

Mr. BYRD. Mr. President, Senator
WALLOP is going to submit a resolution
on behalf of himself, Mr. DOLE,
myself, Mr. NuUnNN and other Senators,
and it is agreeable I believe with Mr.
WaLLor and Mr. DoLE that the debate
begin at 15 minutes of 1 today with a
vote on the resolution to occur at 1
o'clock p.m. today.

Mr. WALLOP. Mr. President, that is
fine by me if I might have or at least
control half the time.

Mr. BYRD, Yes.

Mr. WALLOP. I appreciate the ma-
jority leader being part of the cospon-
sorship.

Mr. BYRD. Mr. WaLrop will be in
control of half the time and I will be
in control of the other half.

I make that request.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. BYRD. Mr. President, I ask
unanimous consent that no amend-
ments to the resolution be in order, no
motion to recommit or commit with or
without instructions be in order.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. WALLOP. After we submit it, it
would be my hope and preference that
we have a rollcall vote on it.

Mr. BYRD. Mr. President, I ask
unanimous consent that it be in order
to order the yeas and nays on the reso-
lution at this time.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. BYRD. I ask for the yeas and
nays on the resolution.

The PRESIDING OFFICER. Is
there a sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

Mr. KENNEDY. Mr. President, will
the majority leader yield?

Mr. BYRD. I yield.

Mr. KENNEDY. As I understand, we
will go back to the current unfinished
business after the conclusion of that
resolution.
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Mr. BYRD. Yes.

Mr., KENNEDY. I was wondering if
we could have the attention of the
Senator from Utah to try to find out if
there is going to be some opportunity
or some possibility of moving to some
vote on this measure. We have the
amendment in the second degree. I am
quite prepared to move toward a vote.
I have had a number of inguiries from
my colleagues about whether we will
or will not.

As far as I am concerned, we are pre-
pared to, after the disposition of the
resolution, anytime move to a vote and
get on with these other amendments.

I wanted to let the leader know that,
and perhaps we may inquire of the
Senator from Utah as to his disposi-
tion, so that we might know where we
are.
Mr. BYRD. Mr. President, the order
that was entered begins now, does it
not?

The PRESIDING OFFICER. The
majority leader is correct.

Mr. BYRD. I have 72 minutes under
my control on that resolution. I will be
happy to yield 4 minutes under the
control of my time once the resolution
has been adopted.

The PRESIDING OFFICER. The
time will run from the time the resolu-
tion is introduced.

Mr. BYRD. Will the Senator submit
the resolution and then let me yield 4
minutes of my time equally divided be-
tween Mr. HarcH and Mr. KENNEDY SO
that Mr. KENNEDY may have his ques-
tion addressed?

SOVIET ABEM TREATY
VIOLATIONS

Mr. WALLOP. Mr. President, I send
a resolution to the desk and ask that it
be stated.

It is on behalf of myself, Mr. DoLE,
Mr. Byrp, Mr. Lucar, Mr. NUNN, Mr.
WARNER, Mr. Boren, Mr. WiLsonN, Mr.
HerLms, Mr. Symms, Mr. McCLURE, Mr.
KasTEN, Mr. McCaIN, and Mr. Simp-
SON.

The PRESIDING OFFICER. The
resolution will be stated by title.

The assistant legislative clerk read
as follows:

A resolution (S. Res. 474) in support of
the President's policy regarding Soviet ABM
Treaty violations.

The PRESIDING OFFICER. Is
there objection to the present consid-
eration of the resolution?

There being no objection, the Senate
proceeded to consider the resolution.

Mr. WALLOP. Mr. President, I yield

to the majority leader.

Mr. BYRD. Mr. President, I thank
the distinguished Senator, Mr.
WALLOP.

I yield 2 minutes to Mr. KENNEDY
and 2 minutes to Mr. HATCH.

Mr. HATCH. Mr. President, let me
respond to the distinguished Senator
from Massachusetts. As far as I can
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see, it does not appear that we are
going to reach a vote today, although I
would like to go to a vote on this at
the earliest possible convenience.

I know that we have some other
people who have expressed a desire to
speak on this issue. I have a lot more
to say on it.

I question whether we can get to a
vote today.

But I have no problems with getting
to a vote next week, and perhaps we
can work that out. I do not know.

I will have to speak with both the
majority leader and the minority
leader and see what can be worked
out.

Mr. KENNEDY. Mr. President, we
have had, I think, a useful debate on
this. If I could have the attention of
the Senator from Utah, I would not be
opposed to setting this aside and deal-
ing with one of the other amend-
ments. We have the amendment of the
Senator from Illinois, Senator SimMoN.
We have an amendment of the Sena-
tor from Iowa, Mr. HARKIN. Both have
indicated to me that they are prepared
to go ahead, and I wanted fo indicate
to the leader if the Senator from Utah
was satisfied we could set this tempo-
rarily aside and move ahead and try
and get a vote on those if that would
be a more agreeable way to proceed.

I am wondering if the Senator from
Utah would tell us whether that could
be?

Mr. HATCH. I would be inclinded to
do that except for one thing. I do not
see an awful lot more of debate time
today and I want to cover some more
points on this matter and I know that
I have been asked by a few others to
do so as well.

Whether they are here on Friday or
not I do not know.

1 would like just to have the oppor-
tunity of seeing how many are here.

I have to be gone during the penden-
cy of this matter and for quite a time
afterward because of former Senators
and others who are visiting me in my
office. But I will be back here. I think
I can make it back here by 2:30 and we
will begin the debate again and go
from there.

Mr. BYRD. I join with the distin-
guished Senator from Massachusetts
in expressing the hope that this
amendment could be temporarily set
aside to allow one or two of the other
amendments that are around to be
called up, debated, and perhaps dis-
posed of without prejudice, of course,
to this one. It would simply be set
aside, if the Senator could allow us to
set the amendment temporarily aside
after this rollcall vote.

Mr. HATCH. If I could make a point,
if the Simon amendment came up, it
would have to be amended also be-
cause there are those on our side who
would like to amend the Simon
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amendment. So we would not reach a
vote today, in any event.

Why should we not get rid of this
one problem so that we are pretty well
into next Tuesday, or whenever it is,
and have a vote on this problem and
handle it straight up that way, and I
will be happy to move ahead to any of
the other amendments at that time.

Mr. BYRD. Of course, an objection
would not allow us to set this amend-
ment aside.

I was just simply asking the distin-
guished Senator if we could in the in-
terest of saving some time on this and
not going out at an early hour today
when there is plenty of work to be
done on this bill, to be able at least
call up another amendment. If an
amendment in the second degree is of-
fered to that that is well and good.
There could be some debate on that.
That would be that much done, even
though we may not dispose of such.

Mr..HATCH. I do not believe there
will be a vote today anyway.

Why do we not see if we can get
pretty well to the end of the debate on
this amendment? In the meantime, I
will consult with the minority leader
to see if he would like to move ahead.

If those who have similar amend-
ments to Senator Simon would like to
move ahead, I would have no objection
at that time to moving ahead, but I
cannot be back myself until 2:30.

Mr. KENNEDY. Mr. President, I
know we are running out of time. I
want to indicate that if we have a good
idea what amendments are there. We
are prepared to deal with them and
debate them. We have been petitioned
by the Senator from Illinois and the
Senator from Iowa who have an inter-
est in moving ahead and resolving
their particular amendments.

I will follow the disposition of the
leadership on it, but I want to give the
assurance that we are prepared to deal
with any of those and to continue on
through the afternoon and hopefully
dispose of them.

The PRESIDING OFFICER. The
Senator's time has expired.

Mr. BYRD. Mr. President, I believe
almost all of my time has expired. I
would suggest, following the rollcall
vote, that we see if it would be agree-
able to the minority to temporarily set
aside the pending amendments and go
to another amendment. We will ex-
plore that at that time.

Mr. President, I ask unanimous con-
sent that Senators may introduce
statements into the Recorp as though
read on the subject matter of the reso-
lution.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The Senator from Wyoming.

Mr. WALLOP. Mr. President, I
thank the majority leader. Before he
leaves the floor, I thank him particu-
larly for the cooperation of his staff in
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trying to make this a truly bipartisan
resolution.

Mr. President, the resolution before
the Senate is both timely and critical
in its importance. The Director of the
Arms Control and Disarmament
Agency, General Burns, has just re-
turned from heading a high-level
United States delegation to Geneva
for the third review conference of the
ABM Treaty. That conference is man-
dated by the ABM Treaty itself.

Mr. President, the resolution before
us is nothing more than a continu-
ation of the strong, bipartisan state-
ments this Senate has made with re-
spect to Soviet compliance to the ABM
Treaty, and in particular, the Kras-
noyarsk radar violation. In February
1987, by a vote of 93 to 2, the Senate
declared that the Krasnoyarsk radar is
an “important obstacle to the achieve-
ment of acceptable arms control agree-
ments” and we called on the Soviet
Union to “dismantle the newly-con-
structed radar at Krasnoyarsk."”

Mr. President, I spoke of the confer-
ence from which General Burns has
just returned. I might say that Gener-
al Burns was scheduled to meet today
with Soviet arms negotiator Viktor
Karpov on this very issue.

Mr. President, at the ABM Treaty
Review Conference in Geneva, the
United States raised again United
States concerns about Soviet compli-
ance with the ABM Treaty. These con-
cerns range from ambiguous activities
that are probable or likely violations,
such as rapid reloading of ABM
launchers, to full-fledged, unequivocal
violations, such as the Krasnoyarsk
and Gomel radars. I regret that
United States concerns, many of
which have been under discussion for
years, were not satisfactorily redressed
by the Soviet Union. Let me quote
from the unilateral U.S. statement
that ACDA issued after the comple-
tion of the review:

Throughout the review conference, the
Soviet Union gave no indication that it was
prepared to correct the violations without
linking their agreement to do so to unac-
ceptable demands.

Mr. President, many Senators were
present at the briefing by General
Burns on the review conference that
occurred on Monday of this week. I am
certain those Senators are well aware
of the conditions that the Soviet
Union is placing on the resolution of
these violations. I also am aware that
Senators on both sides of the aisle are
in strong agreement that a Soviet vio-
lation cannot be corrected by the
United States meeting some Soviet
demand or giving some concession at
the bargaining table. A violation is a
violation and we should not have to
bargain to get it corrected. Such an
action would not promote good arms
control. It would further erode the in-
tegrity of that process as it has eroded
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U.S. confidence in existing agree-
ments,

Mr. President, the problems associat-
ed with Soviet violations of the ABM
Treaty are not new to this Senate. The
President first raised this issue in 1984
in his yearly compliance report. At
that time the United States had not
vet classified Krasnoyarsk as a viola-
tion, although there was interagency
agreement that it constituted such a
violation. The United States raised
this issue, along with other Soviet
ABM activities, in the Standing Con-
sultative Commission [SCC]l. By Feb-
ruary 1985, a new compliance report
charged the Soviet Union with a viola-
tion of the ABM Treaty. Throughout
this entire period, from 1984 to
present, the United States repeatedly
raised this issue with the Soviet Union
in the SCC and at high-level meetings.
The Soviet Union has not responded
to these strong United States efforts.

Mr. President, to demonstrate the
seriousness of this matter, the United
States chose General Burns, director
of ACDA, to head a special high-level
delegation for the review conference.
There was a raging debate within the
administration whether it was time to
charge the Soviet Union with a mate-
rial breach of the ABM Treaty be-
cause of the Krasnoyarsk violation. I
know there is some disagreement in
the Senate on this issue, but I wish to
point out that no one in the adminis-
tration disputes whether this violation
constitutes such a material breach.
Not the lawyers, not the State Depart-
ment or ACDA, no one. The only ques-
tion is whether the time is right to
charge the Soviet Union with such a
breach.

I'or my part, I along with 19 other
Senators from both sides of the aisle,
sent a letter to the President urging
him to classify Krasnoyarsk a material
breach of the treaty. The United
States demonstrated remarkable re-
straint in not so classifying this viola-
tion a material breach after some 5
years of Soviet noncompliance. In my
judgment, too much restraint. But the
United States clearly informed the
Soviet Union in Geneva that without
the dismantling of the Kransnoyarsk
radar, the “United States will have to
consider declaring this continuing vio-
lation a material breach.”

Mr. President, in September 1987,
despite the fact that the ABM Treaty
interpretation dispute was in full
swing, the Senate voted 89 to 0 that
the Krasnoyarsk radar is “an un-
equivocal violation of the Anti-Ballis-
tic Missile Treaty” and that the
Senate judges the Soviet Union to be
in violation of its legal obligations
under that treaty.

Mr. President, this resolution effec-
tively has the support of the adminis-
tration and both candidates for Presi-
dent. The administration has made
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clear to me that they support the reso-
lution, and General Burns reaffirmed
at a meeting on Monday that it would
be extremely helpful for this resolu-
tion to be passed before the upcoming
ministerial between Soviet Foreign
Minister Schevardnadze and Secretary
of State Shultz.

Vice-President Busr has on numer-
ous occasions affirmed that the Kras-
noyarsk radar must be dismantled
before any future agreements on stra-
tegic arms can be concluded. I under-
stand that Governor Dukakis stated
recently, and I quote, “no new strate-
gic arms agreements will be signed
until the Soviet Union agrees to dis-
mantle the Krasnoyarsk radar.” Addi-
tionally, a recent letter signed by over
42 Senators affirmed this policy.

Mr. President, at the time of the
signing of the INF treaty, the Presi-
dent announced in his 1987 compli-
ance report that a new violation of the
ABM Treaty had been discovered at
Gomel. It was at that time that I, to-
gether with other Senators on both
sides of the aisle, began working on
legislation that would provide for
some possible responses to Soviet vio-
lations. That legislation was offered to
the INF treaty, and I regret it was de-
feated.

I believe it was defeated more be-
cause of the political atmosphere at
the time than because a majority in
this body does not support the need to
take appropriate or proportionate re-
sponses to unequivocal Soviet viola-
tions of arms control agreements.

Mr. President, this resolution does
not replace that legislation, but it is a
step in the right direction. It urges the
President to work with Congress to de-
velop possible response options to
Soviet ABM Treaty violations, and ex-
presses the Senate’s willingness to con-
sider such responses that might re-
quire legislative action. Why must we
prepare responses to Soviet violations?
There are two reasons.

First, if treaties provide any real
benefit to U.S. security, it follows that
violations of those treaties deny us at
least some of those benefits and there-
by endanger U.S. security. Prudent,
measured responses should be de-
signed to bring the Soviet Union back
into compliance, but also should com-
pensate for the increased risk to
United States national security.

Second, the Soviet Union must real-
ize that the entire United States Gov-
ernment is serious about the Soviet
Union’s unwillingness to comply with
its international obligations. We may
have new arms control agreements
coming before the Senate in the next
few years on strategic and convention-
al arms. Let me suggest that as part of
a comprehensive arms control strategy
we need not just new agreements, but
also a compliance policy that places a
premium on full and unconditional
compliance with existing agreements.
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Without such a policy, Mr. Presi-
dent, there is little incentive for the
Soviet Union to take the protestations
of United States officials seriously. It
is my hope that this resolution will
send a strong message to the Soviet
leadership, and give our negotiators
the ability to speak for the entire Gov-
ernment on this matter. The ministeri-
al starts on Thursday of next week. It
is also my genuine hope that the ad-
ministration, and future administra-
tions, no matter who or which party
occupies the White House, will work
with the Congress to develop a com-
prehensive compliance policy to deal
effectively with future Soviet noncom-
pliance, restoring the integrity of the
arms control process, and reducing the
risk to United States security that
Soviet violations pose.

Mr. President, I ask unanimous con-
sent that two letters on the ABM
Treaty issue, along with two essays on
the subject of the ABM Treaty review
conference written by William F.
Buckley, Jr. and Frank J. Gaffney, Jr.,
and the U.S. unilateral statement
after the review conference, be printed
in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

[From the Washington Post, Sept. 6, 19881
SPACE SURRENDER
(By William F. Buckley, Jr.)

The U.S. negotiating team has said to the
Soviet negotiating team: Unless you get rid
of Krasnoyarsk, we won't play START with
you. Krasnoyarsk is that huge radar station
in Siberia whose existence at that location
violates the ABM Treaty. The ABM Treaty
is that misbegotten satellite of SALT I,
signed back in 1972. SALT I was the first of
our treaties designed to reduce the dead-
lines of our joint inventory of nuclear weap-
ons. A measure of how successful SALT 1
turned out to be in limiting strategic nucle-
ar arms is this figure: 80 percent of existing
Soviet nuclear missiles have been developed
and constructed since SALT I. It might as
well have been designated not as a treaty to
“limit"” strategic arms but as a treaty to “in-
crease’ strategic arms.

But now watch what is likely to happen.
The Krasnoyarsk station is forbidden be-
cause its function is to manage a defense
against nuclear missiles that, with one or
two exceptions, is not permitted by the
ABM treaty. You are allowed, under ABM,
all the radar outposts you want to alert you
to a surprise strike, but these must be
within a specified number of miles of your
coastline. If we wished to alert ourselves
against a surprise Soviet nuclear attack by
posting radar stations in Alaska, their func-
tion there would be very different from
posting radar stations—of the kind called
“phased array”—in the Midwest. Those sta-
tioned there would have a clear function of
relating defensive, batfle-management in-
structions to batteries of protective missiles
around American cities, flashing instruc-
tions to ground-based and in due course to
space-based missiles.

Now, we have known about Krasnoyarsk
for about three or four years. Senior diplo-
mats and military men publicly inveigh
against it. The Soviet Union has been able
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to count on only one thing: namely, that the
forward momentum of the arms control
movement was not going to be deterred by
Krasnoyarsk, any more than it was going to
suffer from the Helsinki Accords, any more
than it would suffer from violations of
SALT I and ABM and the antichemiecal and
antibacteriological accords.

So . . . in due course, while still protesting
their violation of antecedent treaties, we
made another treaty, the INF Treaty, which
everyone is supposed to applaud, and most
politicians feel they need to applaud.

But now that we are sounding serious
about Krasnoyarsk, what if the Soviet
Union agrees to dismantle it (if not actually
destroy it)? Here is the analysis as given re-
cently by Mr. Frank Gaffney, former assist-
ant secretary of defense for international
security policy:

“The dismantling of the Krasnoyarsk
radar alone would hardly eliminate the stra-
tegic significance of accumulated Soviet in-
vestments in defenses. Still in place will be
numerous deeply buried facilities for the
protection of the leadership, tens of thou-
sands of air defense radars and missiles, ex-
tensive civil and passive defense measures,
to say nothing of the entirety of the residu-
al Soviet ABM program. In short, the Kras-
noyarsk radar’s destruction would no more
restore the integrity of the ABM treaty
than a rapist’'s castration would restore the
virginity of his victim.”

The stark facts of the astonishing disinte-
gration of our space program under the
Reagan administration are suggested by an-
other simple figure. The Soviets have devel-
oped a launch capability 10 times larger
than the West's for placing many satellites
in space. We are entitled to wonder how this
can be of the country that only 20 years ago
landed a man on the moon.

It is easiest to blame the politicians, and
correct to do so, inasmuch as they have
been tight-fisted and cranky about the
space program, coming close to immobilizing
it after the Challenger tragedy of 1986. But
we have also to blame—and to say this
makes one feel like a soldier shooting his
lieutenant in the back during combat—the
Joint Chiefs of Staff. There is an increasing
consensus among experts in aerospace that
we are in the coils of the same kind of as-
phyxiation we have seen over and over
again, generation after generation, when a
service resents the passage of money to an-
other service but especially to an innovative
branch.

Gen. Billy Mitchell is this century's most
conspicuous martyr of that kind of military
atavism. Nobody is better qualified to tell us
than the Joint Chiefs of Staff how deterio-
rated our strategic position is. And yet they
might as well be the three blind mice in re-
spect of the utter, suicidal folly of the ABM
Treaty's being kept alive in 1988.

[From the San Diego Union, Aug. 28, 19881

ABM TreaTY REVIEW CoULD INCREASE RI1SKS
FOR AMERICA

(By Frank J. Gaffney, Jr.)

If politics makes for strange bedfellows,
arms control makes for positively bizarre
sleeping arrangements. A case in point is
the quintennial review of the 1972 U.S.-
Soviet Anti-Ballistic Missile Treaty, which
began last week in Geneva.

The posturing of the two governments
during the run-up to this meeting has re-
vealed the makings of a remarkable conver-
gence of interests between the American
Joint Chiefs of Staff and the leadership of
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the Soviet Union. While there is no sugges-
tion of active collusion between the two, it is
striking to note the appearance of a
common purpose: Both the U.S.8.R. and the
JCS seem bent on ensuring that the United
States remains undefended against ballistic
missile attack.

Ever since Ronald Reagan announced in
1983 that he intended to explore a Strategic
Defense Initiative (SDI) whose success
would render ballistic missile-delivered nu-
clear weapons “impotent and obsolete.”” The
Soviets have sought to block this program.
In so doing, the U.S.S.R. has employed nu-
merous devices: public relations campaigns,
threats of military responses, and arms con-
trol initiatives, to name but a few.

Throughout, the Soviets have laid great
stress on the ABM treaty. Indeed, they have
sought to contrast the highly publicized
American program—the stated objective of
which is wholly uncompatible with the trea-
ty's prohibition on territorial defenses
against ballistic missiles—with their own de-
clared fealty to this agreement. yet such
rhetoric rings hollow when contrasted with
the mounting evidence of the Soviet Union’s
own abiding commitment to strategic de-
fenses.

Even though the IBM treaty seemingly
committed the two parties to a state of
mutual vulneraiblity to nuclear attack, the
Soviets have continued unabated their mas-
sive investments in arrays of air, civil and
leadership defenses. The cumulative effect
of these defenses could be to enhance sub-
stantially the effectiveness of even relative-
1y modest ABM systems.

Moreover, the Soviet Union has main-
tained a considerable effort in the field of
anti-ballistic missile defenses itself. The
U.8.S.R. today has the world’s only de-
ployed ABM capability, situated for the de-
fense of Moscow., Drawing upon and adapt-
ing the technologies developed for this pur-
pose, the Soviets have produced a multitude
of near-term systems with ABM potential,
such as mobile radars and interceptor mis-
siles. They are also pursuing advanced tech-
nologies like lasers and particle beam weap-
ons that will provide the U.S.8.R. with addi-
tional ABM options down the road.

Obviously, if the Soviets’ opposition to the
SDI is to be regarded as credible in the
West, knowledge of the magnitude and sig-
nificance of its defensive programs has to be
kept to a minimum. Accordingly, the
U.S.8.R. has sought with considerable suc-
cess to keep the wraps on this part of its ar-
senal—notwithstanding the highly touted
“new openness’ of Soviet glasnost.

In order to obtain in the near future the
capability to defend itself against ballistic
missile attack, however, the Soviet Union
has had to take a step which cannot be con-
cealed. This involves the introduction of a
nationwide complex of extremely powerful,
large, phased-array radars (LPARs). These
radars, each with faces the size of several
football fields, take years to construct and
are essential to the detection and tracking
functions necessary for interception of at-
tacking ballistic missiles.

Since they cannot be hidden, the Soviet
Union has chosen instead to build nearly all
of its LPARs in a manner nominally consist-
ent with the ABM treaty. Indeed, with a
single exception, every one of these radars
can be squeezed through loopholes in the
treaty—despite the fact that they are much
larger and vastly more powerful than
needed for the single early warning function
intended by that accord.

The exception, of course, is the notorious
LPAR located near Krasnoyarsk in Siberia.
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This radar, by virtue of its siting, orienta-
tion and performance characteristics unmis-
takably violates the ABM treaty. The will-
ingness of the U.S.S.R. to invest in such a
system—even though it would inevitably be
detected and identified as a breach of the
Soviet Union’s arms control commitments—
offers a troubling insight into the Soviet
view of the sanctity of such commitments.
The Krasnoyarsk radar also indicates that
its gerrymandered sister radars are motivat-
ed by a similar agenda—the illegal defense
of the Soviet Union against ballistic missile
attack.

Interestingly, the blatant manner in
which the LPAR at Krasnoyarsk violates
the ABM treaty has complicated Soviet ef-
forts to portray that accord as sacrosanct
and the U.S.S.R. as its tireless defender. It
also has made life more difficult for those in
the West who extol the virtues of the ABM
treaty and who for various reasons, would
rather concentrate on “restoring the integ-
rity” of the agreement than on active pur-
suit of comparable U.S. strategic defenses,

On the face of it, it seems difficult to be-
lieve the United States’ Joint Chiefs of
Staff would be among the latter group.
After all, one would expect that the nation's
senior military authorities are among the
strongest proponents of U.S. strategic de-
fense,

In fact, the Joint Chiefs in recent years
have become serious impediments to the
President’s SDI program. The reasons have
more to do with parochial efforts to pre-
serve pet programs competing for increas-
ingly scarce defense resources;, than with
any dissenting view of strategic doctrine or
policy. Simply put the chiefs—as senior rep-
resentatives of the armed services—accord
SDI lower priority than a host of other
weapon systems, particularly conventional
ones like tanks, fighter planes and ships.

As the twilight of the Reagan administra-
tion dims the value of the Strategic Defense
Initiatives most important political asset—
the President's personal support—the JCS
have successfully insisted that the expen-
sive activities critical to the SDI's progres-
sive vigorous experimentation and active
preparation for deployment be scaled back.

In so doing, the chiefs have imposed on
the program a deadly Catch-22. Uncertain-
ties about the technical feasibility and avail-
ability of U.S. strategic defenses are cited
persuasively to support a slower, less expen-
sive SDI research and development pro-
gram. Yet the only way to eliminate such
uncertainties is to conduct a more aggres-
sive more costly effort. As a successful SDI
program will require still greater resources
to produce a deployable system, the chiefs
see all the more reason to stretch out and
undermine its exploratory phase, ensuring
that any results are slow in coming and in-
conclusive.

The Joint Chiefs' tepidness toward a U.S.
strategic defense program contrasts sharply
with their growing unease about the emerg-
ing Soviet capability in this area. The chiefs
understand that widespread Soviet deploy-
ments of the ABM systems now being intro-
duced could have considerable strategic sig-
nificance. Moreover, they appreciate that
the cumulative effect of the U.8.8.R.'s years
of investment in strategic defenses is to
offer the Soviet Union the option to deploy
such systems far faster than could the
United States.

This preoccupation with the reality of
near-term Soviet break-out potential has
prompted the Joint Chiefs of Staff to
become among the most vehement advo-
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cates of the ABM treaty within the United
States government. Their theory apparently
is that continued U.S. compliance with the
treaty and muted American diplomatic ef-
forts to get the Soviets to take down the
Krasnoyarsk radar will preclude this strate-
gic nightmare.

Of course, there are two fundamental
problems with this position. First, the
Soviet break-out capabilities the Chiefs find
so0 worrisome have all been put into place
notwithstanding the ABM treaty, Hot pro-
duction lines for modern anti-ballistic mis-
sile interceptors have been put into place,
surface-to-air missile systems tested against
ballistic missiles, LPAR's constructed,
mobile ABM radars developed. All of these
actions have been undertaken in a manner
technically conforming to the treaty's
limits—or in spite of them.

Second, the dismantling of the Kras-
noyarsk radar alone would hardly eliminate
the strategic significance of accumulated
Soviet investments in defenses. Still in place
will be numerous deeply buried facilities for
the protection of the leadership; tens of
thousands of air defense radars and missiles;
extensive civil and passive defense meas-
ures, to say nothing of the entirety of the
residual Soviet ABM program. In short, the
Krasnoyarsk radar's destruction would no
more restore the integrity of the ABM
treaty than a rapist's castration would re-
store the virginity of his victim,

In light of the untenability of these posi-
tions, a cynic might be tempted to conclude
that the Joint Chiefs of Staff’s real agenda
in flacking for the ABM treaty is their hope
that by doing so they can fend off pressure
for meaningful work on the SDI program.
However marginal its value in constraining
Soviet strategic defense activities, the treaty
has proven enormously powerful in limiting
the extent and the utility of work on their
modest U.S. counterpart. In addition, this
oblique opposition to a vigorous SDI per-
mits the JCS to curry favor with those in
Congress who are fetishists about the ABM
treaty, many of whom profess to support
reallocation of defense resources from stra-
tegic forces to conventional arms.

If such an assessment is correct, the
lowest common denominator between the
Soviet and JCS agendas may be realized in
the ABM treaty review:

The Soviets will agree to abandon the
Krasnoyarsk radar—probably going so far
as to offer verifiably to render it incapable
of operating, though perhaps stopping short
of razing it. For its part, the United States
will refrain from labeling this LPAR a “ma-
terial breach” of the ABM treaty (a step
which could establish under international
law the U.S. right to reciprocate, for exam-
ple, by testing or deploying the SDI in ways
not permitted by the treaty). On this basis,
the United States will declare itself satisfied
that the integrity of the treaty is restored
and, possibly, that it will not withdraw from
that accord for roughly ten years.

Should this, in fact, prove to be the out-
come of the ABM treaty review conference,
it will mean that any realistic prospect of
defending the United States against ballistic
missile attack will be precluded for the fore-
seeable future. Unfortunately, the same
cannot be said about Soviet defenses.

An early test of leadership may therefore
be presented to Vice President Bush, a can-
didate campaigning for the presidency on a
platform calling for deployment of the SDI
as soon as it is ready and on whose watch—
if he is elected—the Soviet ABM break-out
might well occur. The nation needs to know
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whether the ABM treaty review conference
will be conducted, at his insistence, in ac-
cordance with his stated goals for the SDI—
or along the lines sought by the Soviet
Union and the Joint Chiefs of Staff.
U.S. SENATE,

Washington, DC, June 28, 1988.
The PRESIDENT,
The White House, Washington, DC.

Dear MR, PRESIDENT: As you know, the
Senate voted overwhelmingly and the
House voted unanimously last year to sup-
port your 1984 finding that the Soviet Kras-
noyarsk radar was a clear violation of the
SALT I ABM Treaty. Your 1985 report to
Congress on Soviet SALT violations stated
that the Krasnoyarsk radar violates the key
provision of the ABM Treaty.

The Krasnoyarsk radar itself will have
about ten times the power of each of the 12
U.S. Safeguard ABM radars only planned in
1969 for a U.S. nationwide ABM defense.
Moveover, the siting of the Krasnoyarsk
radar deep in the interior of the Soviet
Union near many key ICBM complexes sac-
rificed at least 6 minutes of warning time.
The high power, interior siting near strate-
gic targets, and sacrifice of warning time all
strongly suggest that Krasnoyarsk is intend-
ed for ABM battle management, This is con-
trary to the heart of the ABM Treaty.

As you said in your 1985 compliance
report, “Militarily, the Krasnoyarsk radar
violation goes to the heart of the ABM
Treaty.” The almost unanimous Congres-
sional votes agreeing that Krasnoyarsk is a
clear violation indicate that there will be
strong support for your declaration that it
is a “material breach” of the Treaty. We
urge you to maintain this policy and to de-
clare Krasnoyarsk a “material breach” at
the forthcoming third five year review of
the ABM Treaty. The credibility of Ameri
can foreign policy will be severely damaged
if your longstanding policy is changed.

Respectfully,
MarcoLm WALLOP
(With 15 cosigners).
U.S. SENATE,
Washington, DC, August 11, 19¢8.
President RONALD REAGAN,
The White House,
Washington, DC.

Dear MR. PRESIDENT: As you approach the
third five-year review of the 1972 Anti-Bal-
listic Missile (ABM) Treaty, we want to reaf-
firm our support for efforts to strengthen
the treaty and ensure its continued contri-
bution to our national security. In this
regard, we are encouraged by your recent
decision not to move at this time toward
suspension or termination of U.S. obliga-
tions under the ABM treaty by declaring
Soviet construction of the Krasnoyarsk
radar a material breach of the treaty.

We strongly believe that Soviet violations
of arms agreements can neither be excused
nor ignored. As you know, the Senate went
on record in February and in September
1987 declaring the Krasnoyarsk radar an
unequivocal violation of the ABM Treaty
and calling for the Soviet Union to disman-
tle it. We also are fully supportive of your
position that no START agreement can be
completed until the Erasnoyarsk radar
issue is resolved to U.S. satisfaction.

However, it would be premature and coun-
terproductive to move toward suspending or
terminating U.S. adherence to the ABM
Treaty in response to the Krasnoyarsk
radar. The radar, although a serious viola-
tion, remains years from completion and
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thus poses no immediate threat to the
United States, Moreover, the moratorium
on construction of the radar that Soviet
General Secretary Gorbachev announced
last October suggests a Soviet willingness to
discuss the radar's dismantlement. The
recent statements by Soviet arms control of-
ficial Viktor Karpov also appear to contain
some encouraging signs on the Krasnoyarsk
radar. We urge you to pursue these appar-
ent openings at the ABM Treaty review this
month in a manner that strengthens the
treaty and reaffirms the obligations of both
parties to abide by its terms.

We firmly believe that the ABM Treaty
continues to contribute significantly to U.S.
and NATO security by limiting Soviet stra-
tegic defenses, We understand that this
view of the treaty’s value to our national se-
curity is shared by the Joint Chiefs of Staff.

We urge you to continue to reject any
course of action that could lead to suspen-
sion or termination of the treaty provisions.
In the short run, such a course of action
could cause us to miss an opportunity to
settle the Krasnoyarsk radar problem
through negotiation. In the longer run, it
could undermine the treaty itself. As the
first missiles are being destroyed under the
recently ratified INF Treaty and the
START negotiations are making steady
progress, this is not the time to reverse
course on arms control by stepping back
from TU.B. obligations under the ABM
Treaty.

We look forward to working with you to
resolve the question of the Krasnoyarsk
radar in a practical and effective manner
that reinforces the ABM Treaty regime and
contibutes to further progress in arms con-
trol.

Sincerely,

Edward M. Kennedy, Dale Bumpers, J.
Bennett Johnston, Jeff Bingaman,
George J. Mitchell, John H. Chafee,
Robert T. Stafford, Claiborne Pell,
Alan Cranston, Daniel K. Inouye,
Albert Gore, Jr., Terry Sanford, Timo-
thy E. Wirth, Spark M. Matsunaga,
Donald W. Riegle, Jr., Mark Hatfield,
Frank R. Lautenberg, Christopher
Dodd, John D. Rockefeller, IV, Patrick
J. Leahy, Brock Adams, John F.
Kerry, William Proxmire, Paul Simon,
Daniel J. Evans, Jim Sasser, Tom
Harkin, Quentin Burdick, Paul Sar-
banes, Daniel P. Moynihan, Lawton
Chiles, Dave Durenberger, Barbara A.
Mikulski, John Melcher, Thomas
Daschle, Carl Levin, Wyche Fowler,
Jr., David Pryor, Howard M. Metz-
enbaum, John Glenn, Max Baucus,
Wendell Ford.

U.S. UNILATERAL STATEMENT FOLLOWING

ABM TREATY REVIEW

The United States and the Soviet Union
conducted the third Review of the ABM
Treaty as required at five-year intervals by
the provisions of that Treaty. The Review
was conducted from August 24, 1988 to
August 31, 1988. The U.S. Delegation was
led by William F. Burns, Director of the
Arms Control and Disarmament Agency.

During the Review, the United States em-
phasized the importance of Soviet violations
of the ABM Treaty, which are a threat to
the viability of the Treaty. Throughout the
Review Conference, the Soviet Union gave
no indication that it was prepared to correct
the violations without linking their agree-
ment to do so to unacceptable demands.

Specifically, the United States discussed
with the Soviets its serious concern that the
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Soviet Union's deployment of a large
phased-array radar near Krasnoyarsk con-
stitutes a significant violation of a central
element of the ABM Treaty. Such radars
take years to build and are a key to provid-
ing a nation-wide defense—which is prohib-
ited by the Treaty. The Treaty’s restrictions
on the location, orientation, and functions
of such radars are, thus, essential provisions
of the Treaty. Hence, the Krasnoyarsk vio-
lation is very serious, particularly when it is
recognized that the radar constitutes one of
a network of such radars that have the in-
herent potential for attack assessment in
support of ballistic missile defense.

In order for the Soviet Union to correct
this violation, the Krasnoyarsk radar must
be dismantled. The United States has been
urging the Soviet Union for more than five
years, both in the Standing Consultative
Commission established by the Treaty and
in other diplomatie channels, to correect this
clear violation by dismantling the radar.
During the Review, the U.S. outlined the
specific Soviet actions necessary to correct
this violation in a verifiable manner. The
United States has also made clear that the
continuing existence of the Krasnoyarsk
radar makes it impossible to conclude any
future arms agreements in the START or
Defense and Space areas. The United States
has observed a slowdown in construction,
but this slowdown, or even a full construc-
tion freeze, would not be sufficient either to
correct the Treaty violation or to meet U.S.
concerns about the significant impact of the
violation.

The United States cannot continue indefi-
nitely to tolerate this clear and serious
Treaty violation. The violation must be cor-
rected. Until the Krasnoyarsk radar is dis-
mantled, it will continue to raise the issue of
material breach and proportionate re-
sponses. Nothing that occurred during the
Review Conference or its completion should
be interpreted as derogating in any way
from right the U.S. has under international
law with regard to any Soviet violation of
the Treaty. Since the Soviet Union was not
prepared to satisfy U.S. concerns with re-
spect to the Krasnoyarsk radar violation at
the Review Conference, the United States
will have to consider declaring this continu-
ing violation a material breach of the
Treaty. In this connection, the United
States reserves all its rights, consistent with
international law, to take appropriate and
proportionate responses in the future.

During the ABM Treaty Review, the
United States also discussed the violation of
the ABM Treaty involving the illegally de-
ployed radars at Gomel. The U.S. also re-
serves its rights to respond to this violation
in an appropriate and proportionate
manner. The United States also discussed
with the Soviet Union a number of ABM-re-
lated compliance concerns, the totality of
which suggests that the Soviet Union may
be preparing a prohibited ABM territorial
defense. This is a particularly serious con-
cern. As the President has noted, such a de-
velopment would have profound implica-
tions for the vital East-West balance. A uni-
lateral Soviet territorial ABM capability ac-
quired in violation of the ABM Treaty could
erode our deterrent and leave doubts about
its capability.

The U.S. continues to have deep, continu-
ing concerns about the implications of the
pattern of Soviet non-compliance with the
ABM Treaty. As President Reagan observed
in December 1987: “No violations of a treaty
can be considered to be a minor matter, nor
can there be confidence in agreements if a
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country can pick and choose which provi-
sions of an agreement it will comply with
* » * Correcting their violations will be a
true test of Soviet willingness to enter a
more constructive relationship and broaden
the basis for cooperation between our two
countries on security matters.”

The U.S. will not accept Soviet violations
or a double standard of Treaty compliance,
and reserves the right to take appropriate
and proportionate responses in the future.

TERRY B. SHROEDER,
Spokesman, U.S. Delegation.

Mr. WALLOP. Mr. President, I ask
unanimous consent that Senator
KAaARrNES be added as a cosponsor.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOLE. Mr. President, debates
here in the U.S. Senate—whether on
agriculture, arms control or tax
reform—tend to concentrate on that
which divides us. We don’t usually
touch on areas of consensus.

When we turn to foreign policy, for-
eign observers should not be misled.
Underlying our sometimes loud de-
bates is a great amount of consensus.
Every now and then we have to pause,
and take a moment to remind the
world of this consensus which backs
most American foreign policy.

I think all of my colleagues agree
that arms control agreements, once
ratified, must be abided by. Violations
sour relations, cast existing treaties
into doubt, and impede progress
toward new ones.

Right now, Soviet violations of the
ABM Treaty, as best illustrated by the
large phased-array radar at Kras-
noyarsk—an unequivocal violation of
the ABM Treaty—are having precisely
this effect.

We in the Senate have taken this po-
sition by margins of 89 to 0 and 93 to
2. Unfortunately, the Soviets have not
yet understood our message.

The required 5-year review of the
ABM Treaty was completed 2 weeks
ago. At that review, ACDA Director
William Burns reiterated our position.
As in the past, the Soviets linked their
compliance with the ABM Treaty to
other demands.

Mr. Burns told them firmly that we
cannot get into the business of reward-
ing the Soviet Union for compliance
with its obligations. The United States
issued a statement at the review's
close, and I ask unanimous consent
the the statement be printed in the
RECORD.

There being no objection, the state-
ment was ordered to be printed in the
RECORD, as follows:

UNITED STATES UNILATERAL STATEMENT
FoLLowiNGe ABM TreaTY REVIEW

The United States and the Soviet Union
conducted the third Review of the ABM
Treaty as required at five-year intervals by
the provisions of that Treaty. The Review
was conducted from August 24, 1988 to
August 31, 1988. The U.S. Delegation was
led by William F. Burns, Director of the
Arms Control and Disarmament Agency.
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During the Review, the United States em-
phasized the importance of Soviet violations
of the ABM Treaty, which are a threat to
the viability of the Treaty. Throughout the
Review Conference, the Soviet Union gave
no indication that it was prepared to correct
the violations without linking their agree-
ment to do s0 to unacceptable demands.

Specifically, the United States discussed
with the Soviets its serious concern that the
Soviet Union's deployment of a large
phased-array radar near Krasnoyarsk con-
stitutes a significant violation of a central
element of the ABM Treaty. Such radars
take years to build and are a key to provid-
ing a nation-wide defense—which is prohib-
ited by the Treaty. The Treaty’s restrictions
on the location, orientation, and functions
of such radars are, thus, essential provisions
of the Treaty. Hence, the Krasnoyarsk vio-
lation is very serious, particularly when it is
recognized that the radar constitutes one of
a network of such radars that have the in-
herent potential for attack assessment in
support of ballistic missile defense.

In order for the Soviet Union to correct
this violation, the Krasnoyarsk radar must
be dismantled. The United States has been
urging the Soviet Union for more than five
years, both in the Standing Consultative
Commission established by the Treaty and
in other diplomatic channels, to correct this
clear violation by dismantling the radar.
During the Review, the U.S. outlined the
specific Soviet actions necessary to correct
this violation in a verifiable manner. The
United States has also made clear that the
continuing existence of the Krasnoyarsk
radar makes it impossible to conclude any
future arms agreements in the START or
Defense and Space areas. The United States
has observed a slowdown in construction,
but his slowdown, or even a full construc-
tion freeze, would not be sufficent either to
correct the Treaty violation or to meet U.S.
concerns about the significant impact of the
violation.

The United States cannot continue indefi-
nitely to tolerate this clear and serious
Treaty violation. The violation must be cor-
rected. Until the Krasnoyarsk radar is dis-
mantled, it will continue to raise the issue of
material breach and proportionate re-
sponses. Nothing that occurred during the
Review Conference or its completion should
be interpreted as derogating in any way
from rights the U.S. has under international
law with regard to any Soviet violation of
the Treaty. Since the Soviet Union was not
prepared to satisfy U.S. concerns with re-
spect to the Krasnoyarsk radar violation at
the Review Conference, the United States
will have to consider declaring this continu-
ing violation a material breach of the
Treaty. In this connection, the United
States reserves all its rights, consistent with
international law, to take appropriate and
proportionate responses in the future.

During the ABM Treaty Review, the
United States also discussed the violation of
the ABM Treaty involving the illegally de-
ployed radars at Gomel. The U.S. also re-
serves its rights to respond to this violation
in an appropriate and proportionate
manner. The United States also discussed
with the Soviet Union a number of ABM-re-
lated compliance concerns, the totality of
which suggests that the Soviet Union may
be preparing a prohibited ABM territorial
defense. This is a particularly serious con-
cern. As the President has noted, such a de-
velopment “would have profound implica-
tions for the vital East-West balance, A uni-
lateral Soviet territorial ABM capability ac-
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quired in violation of the ABM Treaty could
erode our deterrent and leave doubts about
its capability.”

The U.S. continues to have deep, continu-
ing concerns about the implications of the
pattern of Soviet non-compliance with the
ABM Treaty. As President Regan observed
in December 1987: No violations of a treaty
can be considered to be a minor matter, nor
can there be confidence in agreements if a
country can pick and choose which provi-
sions of an agreement it will comply with.
. . . Correcting their violations will be a true
test of Soviet willingness to enter a more
constructive relationship and broaden the
basis for cooperation between our two coun-
tries on security matters,

The U.S, will not accept Soviet violations
or a double standard of Treaty compliance,
and reserves the right to take appropriate
and proportionate responses in the future,

TERRY B. SCHROEDER,
Spokesman, United States Delegation.

Mr. DOLE. Mr. President, I spoke
with ACDA Director Burns on
Monday, and he told me that the only
hope we have of bringing the Soviet
Union into compliance is to stand
united and firm. He told me that this
Senate resolution—following our two
earlier ones—is just what we need
today.

The resolution reiterates our earlier
positions, and points out that Kras-
noyarsk stands between us and the
good START Agreement we all hope
to see.

The resolution avoids issues about
which there is disagreement, and
simply invites the President to work
with Congress to develop responses to
Soviet violations.

Let me be clear: I hope that com-
plete Soviet compliance with the
treaty will cancel our need to consider
responses. But for now, we must
remind the Soviets that we cannot tol-
erate violations and remain idle for-
ever.

This language has been carefully
worked on both sides of the aisle, and
with the administration. As I said, Di-
rector Burns says this is just the right
touch.

We are all indebted to the Senator
from Wyoming [Mr. WaLrLor]l for au-
thoring this resolution, and for work-
ing so hard with other Senators to
produce a document we all agree on.

I would also like to thank the Sena-
tor from Indiana [Mr. Lucar] for all
the work he has done.

As always, I thank the majority
leader for standing together with me
when our country needs to speak in a
truly bipartisan fashion. His cospon-
sorship sends a clear message to
Moscow, as will the unanimous back-
ing I am sure this resolution will have.

Mr. HELMS. Mr. President, the key
national security issue before the
American people in the 1988 campaign
is whether the ABM Treaty should
continue to hamstring our best pro-
portionate response to the multiple
confirmed Soviet violations of existing
arms control treaties—an accelerated
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and expanded SDI Program and de-
ployment of strategic defenses now. At
the same time, the viability of the
ABM Treaty is the single most crucial
issue in United States-Soviet relations.

In 1987, both Houses of Congress
voted unanimously to support Presi-
dent Reagan’s 1984 finding that the
Soviet Krasnoyarsk radar was an “un-
equivocal violation” of the ABM
Treaty. The House voted 410 to 0 and
the Senate voted 89 to 0 in declaring
that the Soviet Krasnoyarsk radar is
an unequivocal and clear violation of
the ABM Treaty.

But, Mr. President, despite this clear
unanimity between the executive and
the legislative branches, the United
States has tolerated Krasnoyarsk for 5
years, with no deterrent response. The
United States has tolerated Kras-
noyarsk ever since the United States
first detected it in July 1983, after it
had reportedly been under construc-
tion for over 3 years. Thus logistical
planning specifically for Krasnoyarsk
was underway at the highest level of
the Soviet leadership in early 1979,
precisely when the SALT II Treaty
was signed. Indeed, the illegal Kras-
noyarsk radar itself clearly was
planned by Soviet leader Brezhnev in
May 1972, precisely when the SALT I
ABM Treaty was signed. Thus the ori-
gins of the illegal Soviet Krasnoyarsk
radar can be traced back to the very
beginning of United States-Soviet stra-
tegic arms limitation treaties in 1972.

This plain fact, derived from physi-
cal evidence in program analysis,
speaks volumes about Soviet inten-
tions to negotiate deceptively in the
1972 SALT I Agreements and the 1979
SALT II Treaty, and to sign these
three agreements fully intending from
the very outset to violate their very
core provisions.

Indeed, there is also dramatic, previ-
ously highly classified, direct evidence
of Soviet leadership intentions to ne-
gotiate deceptively and to violate the
SALT 1 interim agreement regarding
the deployment of the Soviet SS-19 il-
legal heavy ICBM.

I therefore strongly agree with the
U.S. unilateral statement of August
31, 1988, following the third “ABM
Treaty Five-Year Review,” which said:

The United States cannot continue indefi-
nitely to tolerate this clear and serious
treaty violation. The violation must be cor-
rected. Until the Krasnoyarsk radar is dis-
mantled, it will continue to raise the issue of
material breach and proportionate response.
Since the Soviet Union was not prepared to
satisfy U.S. concerns with respect to the
Krasnoyarsk radar violation at the Review
Conference, the United States will have to
consider declaring this continuing violation
a material breach of the Treaty. In this con-
nection, the United States reserves all its
rights, consistent with international law, to
take appropriate and proportionate re-
sponses in the future.

Mr. President, I reemphasize the
direct, hard evidence that the Soviets
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signed the 1972 SALT I interim agree-
ment and the SALT I ABM Treaty
fully intending to violate both agree-
ments from the very outset. The late
Soviet leader Brezhnev clearly was
planning the internetted, integrated
10 LPAR ABM Battle Management
Radar network, including the illegal
Krasnoyarsk radar, at the very time
he signed the ABM Treaty on May 26,
1972. Moreover, Brezhenv was clearly
planning to deploy the illegal heavy
S8-19 ICBM in violation of the SALT
I interim agreement precisely when he
signed that agreement also on May 26,
1972. Moreover, President Reagan has
reported that the logistical planning
specifically for the illegal Krasnoyarsk
radar was underway on June 18, 1979,
precisely when Brezhnev also signed
the SALT II Treaty. And we now also
know that Brezhnev signed SALT II,
intending to violate it from the outset,
with the SS-24, SS-25, and SS-26
ICBM's.

In October 1987, the new Soviet
leader Gorbachev unilaterally de-
clared a Soviet 1-year moratorium on
the construction of their illegal Kras-
noyarsk radar, as a gesture of good
faith, But recently there have been
press reports that the Soviets have
nevertheless continued to construct
the illegal Krasnoyarsk radar for the
past year, even despite the new Soviet
leader Gorbachev’s duplicitous pledge
to suspend all such construction.

Mr. President, the construction of
the elaborate military personnel hous-
ing facilities for the radar’'s operation-
al technicians, including even schools
and playgrounds for the children, has
reportedly been completed, and these
huge facilities are being occupied. This
indicates clearly that the Soviets
intend to make the Krasnoyarsk radar
operational.

More significantly, extensive tracks
in the snow last winter around the
Krasnoyarsk radar were reportedly de-
tected, confirming that installation of
the internal electronics inside the ex-
ternally completed radar facility was
underway.

Thus there was no moratorium on
Krasnoyarsk’s construction, as Gorba-
chev falsely declared. Brezhnev re-
peatedly lied, and now Gorbachev is
following suit. Should America contin-
ue to be deceived by the duplicity of
Soviet leaders? How should we deal
with the Soviet Krasnoyarsk radar vio-
lation in the 1988 political campaign?

Both Presidential candidates agree
that the Krasnoyarsk radar is a clear
violation of the ABM Treaty, but the
Republican platform states that if the
radar is not dismantled, it would con-
stitute a material breach of the treaty.

In contrast, Governor Dukakis has
stated that the ABM Treaty has made
a vital contribution to our security and
should be preserved. But in contradic-
tion of his hopes of preserving the
ABM Treaty, Governor Dukakis has
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also in fact conceded that Kras-
noyarsk is a clear violation of the
ABM Treaty, in agreement with Presi-
dent Reagan and the entire Congress.

Mr. President, American voters are
entitled to ask Governor Dukakis
some tough questions about his con-
tradictory position on the Kras-
noyarsk violation. If Krasnoyarsk is a
serious and clear violation of the ABM
Treaty, how does the treaty serve
American national security interests,
and why should America preserve a
treaty that the Soviets have been vio-
lating from the outset? I repeat: Why
should we preserve a treaty that the
Soviets have been violating from the
outset? Would this be unilateral disar-
mament and appeasement?

The unilateral disarmament lobby in
the Congress is even trying to legislate
its own narrow, unilateral interpreta-
tion of the ABM Treaty, as well as
funding cuts crippling the SDI Pro-
gram, precisely when long-continuing
Soviet violations have forced President
Reagan to be faced with declaring a
Soviet material breach of the treaty.
But the best proportionate response to
Krasnoyarsk that President Reagan is
considering involves accelerating and
expanding the SDI Program, and de-
ploying strategic defenses now. For
these reasons, President Reagan
wisely vetoed the fiscal year 1989 de-
fense authorization bill.

Mr. President, the unilateral disar-
mament lobby in Congress is continu-
ing its efforts to hamstring U.S. strate-
gic defenses in the fiscal year 1989 de-
fense appropriations bill, and even in a
continuing resolution if there is one. I
will support President Reagan's de-
clared intention to veto both bills if
they contain harmful arms control
provisions.

The Soviet Krasnoyarsk violation
has been discussed endlessly in diplo-
matic, Standing Consultative Commis-
sion, Ministerial, and even Presidential
channels at four summits for 5 years.
While the Soviets have continuously
refused to correct this violation, Presi-
dent Reagan has reported to Congress
that: Militarily, the Krasnoyarsk
radar violation goes to the heart of
the ABM Treaty. Thus diplomatic and
even Summit negotiations have been
futile.

The entire credibility of American
foreign policy as at stake if the United
States fails to do something about
Krasnoyarsk in terms of deterrent
programs.

I therefore urge President Reagan to
declare the Soviets to be in material
breach of the ABM Treaty, and to an-
nounce some United States propor-
tionate response, in the forthcoming
September 23, 1988, United States-
Soviet Foreign Ministers meetings at
the United Nations. The unanimous
congressional votes on the Kras-
noyarsk violation indicate that Presi-
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dent Reagan already has strong sup-
port for these actions. As one Senator,
I will certainly continue to strongly
support President Reagan in these ac-
tions.

I urge my colleagues to vote for this
amendment I am cosponsoring. I
repeat that at this crucial time in
United States-Soviet relations, the
entire credibility of American foreign
policy is at stake. Five years is enough.
We cannot tolerate Soviet material
breaches of arms treaties any longer
without taking some programmatic
action.

Moreover, given the desire of the
congressional unilateral disarmament
lobby to preserve the ABM Treaty,
even in the face of the clear Soviet vio-
lations which they acknowledge, the
1988 campaign should be a referendum
on the viability of the ABM Treaty
and the necessity of immediate deploy-
ment of an accelerated and expanded
SDI.

Should the United States appese the
Soviets by unilaterally complying with
a narrow interpretation of the ABM
Treaty explicitly rejected by the Sovi-
ets in the original 1969-72 ABM
Treaty negotiations, crippling our vital
SDI Program, in the face of longstand-
ing Soviet material breaches of the
treaty?

Should the United States unilateral-
ly disarm itself, in the face of long-
standing, confirmed Soviet violations
of all existing arms control treaties?

Or should the United States take a
proportionate response to Kras-
noyarsk, accelerate and expand SDI,
deploy strategic defenses now, stop
scrapping operational Poseidon sub-
marines, fully modernize our ICBM
and bomber forces, continue the test-
ing of our deterrent nuclear weapons,
and test and deploy an ASAT system?

I believe that the American voters
will reject appeasement and unilateral
American disarmament in the face of
the confirmed Soviet material
breaches of SALT I and SALT II.

Mr. WALLOP. Mr. President, let me
just conclude by saying that this is no
run-of-the-mill Senate resolution. It is
necessary that we send a strong bipar-
tisan message to the Soviet Union on
behalf of our negotiator, General
Burns, at this ministerial conference.
These violations are a threat to the se-
curity and the safety of the people of
the United States. They must not be
traded. They must be addressed and
redressed by the Soviet Union.

Mr. President, I believe I have used
up all of my time and I believe the ma-
jority leader may have a minute on
this.

I thank him again for the cordial re-
sponse of his staff and himself.

Mr. BYRD. Mr. President, I thank
the distinguished Senator.

Mr. President, the Senate has gone
on record before in the 100th Congress
declaring that the Soviet radar at
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Krasnoyarsk is a clear violation of the
ABM Treaty. We passed Senate Reso-
lution 94, which I offered, along with
the distinguished Republican leader in
January 1987, declaring this radar a
“clear violation" of the ABM Treaty.

This violation must be corrected.
Until it is corrected, successful conclu-
sion of further arms limitation agree-
ments will be virtually impossible.
This position has broad, bipartisan
support in the Senate.

At the recently concluded ABM
review conference, very little progress
was made on this issue. The Soviets
have not yet agreed to correct the
problem created by the radar at Kras-
noyarsk. News reports today indicate
there may be some grounds for hope
that this issue will be resolved, but
hope is not sufficient. There must be
clear and concrete measures which
correct this problem.

In adopting the resolution before us
today, the Senate reaffirms its long-
standing position that the radar is a
violation of the ABM Treaty, that it
must be corrected, and that failure to
correct the violation could impede fur-
ther progress in United States-Soviet
attempts to reach further agreements.
I am hopeful that Mr. Gorbachev will
hear this bipartisan message, and that
he will remove this obstacle and cor-
rect this violation.

Mr. McCAIN. Mr. President, any vio-
lation of a treaty is important, regard-
less of the severity of that violation.
The entire history of diplomacy tells
us that treaties are only meaningful or
safe to the extent that all parties con-
cerned strictly obey them. The
moment that minor violations are tol-
erated, major violations follow, and
treaties turn from a source of trust to
a source of distrust and conflict.

The Soviet breach of the ABM
Treaty at Krasnoyarsk is of unique im-
portance because it is a symbol of the
future status of our relations with the
U.SS.R., our future ability to make
arms control work, and our own cour-
age in enforcing arms control treaties
that really do reduce the risk and cost
of war.

The Ilarge phased-array radar at
Krasnoyarsk does not directly threat-
en the United States, and it is possible
to find a host of excuses for the Soviet
action. It is a relatively small violation
in terms of its immediate military
impact, although no violation that in-
volves a 30-story radar and an 18-story
transmitter, can be called small in any
other sense.

THE SOVIET VIOLATION AT KRASNOYARSK AND

ITS IMPACT ON START

The fact remains, however, that we
are now seriously discussing massive
reductions in strategic forces. No
matter how we structure the verifica-
tion of these reductions, we will still
be faced with the fact that verification
is meaningless without enforcement.
Further, any Soviet violation of
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START or any other critical arms
treaty will start with small steps like
Krasnoyarsk.

Arms control can never enhance our
security without strict adherence to
arms control treaties. This is particu-
larly true when we talk about 50 per-
cent reductions in our online delivery
strength.

No matter how we structure a
START agreement, we will create a
postreduction nuclear balance where
the U.S.S.R. will have a major incen-
tive to cheat or develop a breakout ca-
pability.

We have so many online strategic
weapons today that it is almost incon-
ceivable that the U.S.8.R. could cov-
ertly alter the balance to the extent it
would have any incentive for nuclear
conflict or nuclear blackmail. This sit-
uation will change immediately when
each side has only 6,000 weapons on-
line and will change radically if we go
on to reductions to 3,000 weapons on-
line.

We must make it firmly clear to the
U.S.S.R. that the price of a treaty is
100-percent compliance, and that the
United States will react firmly and de-
cisively to any violation of a treaty. If
we are to forge a national consensus
around START, we must also operate
on the principle that no administra-
tion will ever ignore a violation for
temporary political advantage, and
that no Congress will ever divide on
political and ideological grounds in a
way that will allow the U.S.S.R. to ex-
ploit a violation.

This does not mean we should not
talk to the Soviet Union or try to ne-
gotiate. We should not overreact, or
risk taking action on the basis of a
misunderstanding. But, we should
never underreact. We should not let
years and years elapse in which we fail
to seek to enforce the terms of a
treaty. We also should not become
trapped in technical niceties, or nego-
tiating substitutes for compliance that
legitimize a violation.

The time has come to firmly declare
that Krasnoyarsk is a material breach
of the ABM Treaty. We need to make
it unambiguously clear to the U.S.S.R.
that no further progress can take
place on other arms control negotia-
tions, and no additional arms control
treaty can hope to win approval of
ratification by the Senate, until this
situation is dealt with and the Soviet
Union ceases its violation.

THE IMPACT OF KRASNOYARSK ON STRATEGIC
DEFENSE AND SDI

Further, we need to recognize that
Krasnoyarsk is symbolic of the fact
that the Soviet rhetoric about glasnost
has in no way affected the fact the
U.S.S.R. is still spending far more on
strategic defense than we are.

Recent reports by the Secretary of
Defense and Joint Chiefs of Staff have
made it clear that:
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In 1987, the Soviet Union was still
spending nearly $5 billion a year on
procuring new strategic missile de-
fense weapons, command and control
systems, and sensors, and the United
States was spending roughly half a bil-
lion dollars. In short, the U.S.S.R. was
spending roughly 10 times as much as
the United States.

During the period from 1965 to 1987,
the U.S.S.R. built up a lead in the pro-
curement of these strategic defense
systems that was worth $90 billion if
costed in U.S. prices. Further, the
United States paid virtually nothing to
procure strategic defenses between
1976 and 1984.

While the current level of Soviet
spending on those research and devel-
opment programs which are directly
equivalent to our SDI Program is clas-
sified, if the Soviet effort is costed at
United States prices, it was far greater
than that of the United States during
the decade between 1973 and 1983, and
it will still significantly larger than
that of the United States if the Con-
gress fully funds President Reagan’s
fiscal year 1989 Defense budget re-
quest.

In 1987, the Soviet Union was still
spending an additional $16 billion an-
nually on procuring new strategic air
defenses and the United States was
spending roughly $8 billion. The
U.8.8.R. was spending roughly twice
as much as the United States.

During the period from 1965 to 1987,
the U.S.S.R. built up a lead in the pro-
curement of strategic air defenses that
was worth $240 billion, if costed in
U.S. prices. Further, the United States
paid less than $3 billion a year be-
tween 1976 and 1984, versus $15 to $17
billion for the U.S.8.R.

While we phased out all our Safe-
guard strategic missile defenses in
1976, and did not resume a serious re-
search effort until SDI began in 1983,
the Soviet ABM system around
Moscow has been operational since
1968. The U.S.S.R. will also complete
the deployment of a radically im-
proved two-layer ABM system in 1989-
90, with 100 launch sites with new
Galosh and Gazelle endo- and exo-at-
mospheric interceptors, a massive new
multifunction phased array radar at
Pushkino, nine new large phased-array
radars or LPAR’'s, and a new early
warning, acquisition, and tracking
radar network.

We are studying ways to an im-
proved Patriot and other mobile, bal-
listic missile defenses. The U.S.S.R. is
actually depoloying the SA-10 missile,
and will soon deploy the SA-X-12B
Giant missile, which both have limited
ballistic missile defense capability. It
may be preparing to deploy new sen-
sors and command and control systems
to use these missiles in a ballistic de-
fense role. It has definitely deployed a
flat twin ABM radar and Pawn Shop
an outside an ABM deployment area
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or test range to conduct experiments
which violate the ABM Treaty.

We have a token Civil Defense Pro-
gram. The U.S.S.R. has a strong one.
The U.S.S.R. has a massive Deep Shel-
ter Program which can survive most of
our nuclear strikes. We do not have a
single survivable shelter.

We phased out all strategic surface-
to-air defenses in 1975. The U.S.S.R.
still has 8,560 strategic surface-to-air
missile launchers.

We have only about 300 strategic air
defense interceptors, and 100 radars.
The U.S.S.R. has 2,250 interceptors
and 10,000 radars.

We have only the most limited
ASAT Program. The U.S.S.R. has a
coorbital ASAT interceptor operation-
al, and has the potential to use its ex-
isting ABM's and ground based lasers
in this role.

We have no current evidence that
the U.S.S.R. is seeking a break out ca-
pability in strategic defense, or the
ability to use such defenses to enhance
its capacity for nuclear blackmail or
somehow win a nuclear exchange.

We do, however, have absolute evi-
dence that the Soviet version of SDI
has been going on much longer, and is
much closer to deployment than our
own. Quite aside from its impact on
START, the Soviet violation at Kras-
noyarsk is a symbol of the fact that
the Soviet Union may yet try to ex-
ploit its Strategic Defense Progam and
technology to win a decisive advan-
tage.

FIRMNESS AND RESOLUTION ARE THE PRICE OF
PEACE

The day may yet come when we can
sharply reduce or eliminate our strate-
gic competition with the U.S.S.R.
That day, however, is far away at best.
In the interim, we must not falter. We
cannot afford tc ignore Krasnoyarsk
any more than we can afford to cut
our own SDI Program as if the Soviet
effort did not exist. There is no mean-
ingful road to arms control that fol-
lows a path of weakness. There is no
way to prevent war by making it more
desirable to our most dangerous
enemy.

Mr. BUMPERS. Mr. President, I am
please to be a cosponsor of this resolu-
tion concerning the Krasnoyarsk
radar. This is one ABM issue where
there is a bipartisan consensus in the
Senate, as the vote on this resolution
will show. There is no doubt that the
Krasnoyarsk radar is a violation of the
ABM Treaty. The question all along
has been, what is the best way to deal
with this?

The approach the Reagan adminis-
tration has followed since the radar
was discovered 5 years ago has been
the proper one: Keep the pressure on,
but do not take steps that would be
counterproductive. This is why the
President’s recent decision not to de-
clare the Krasnoyarsk radar a materi-
al breach at the present time was the
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correct one, and from news reports it
sounds like this strategy is about to
pay off. There appears to be move-
ment afoot to resolve this issue, which
certainly would pose a major obstacle
to a new START agreement if it were
not resolved.

I would note that both the Joint
Chiefs of Staff and the State Depart-
ment were urging the President not to
declare Krasnoyarsk a material
breach, our top national security pro-
fessionals. I also note that on short
notice, 42 Senators signed a letter also
urging this course of action on the
President. I am pleased with the Presi-
dent’s decision, and I am pleased that
the Senate is continuing to express its
bipartisan support for the successful
resolution of the Krasnoyarsk issue,

I ask unanimous consent that a copy
of the August 11 letter to the Presi-
dent on this issue signed by 42 Sena-
tors be placed in the REcorp at the
conclusion of my remarks, along with
a copy of the New York Times article
from July 15 entitled “Split Is Report-
ed Over ABM Accord,” which reports
the positions of the Joint Chiefs of
Staff and the State Department.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

U.S. SENATE,
Washington, DC, August 11, 1988.
President RoNALD REAGAN,
The White House, Washington, DC.

DEear MR. PRESIDENT: As you approach the
third five-year review of the 1972 Anti-Bal-
listic Missile (ABM) Treaty, we want to reaf-
firm our support for efforts to strengthen
the treaty and ensure its continued contri-
bution to our national security. In this
regard, we are encouraged by your recent
decision not to move at this time toward
suspension or termination of U.S. obliga-
tions under the ABM treaty by declaring
Soviet construction of the Krasnoyarsk
radar a material breach of the treaty.

We strongly believe that Soviet violations
of arms agreements can neither be excused
nor ignored. As you know, the Senate went
on record in February and in September
1987 declaring the Krasnoyarsk radar an
unequivocal violation of the ABM Treaty
and calling for the Soviet Union to disman-
tle it. We also are fully supportive of your
position that no START agreement can be
completed until the Krasnoyarsk radar
issue is resolved to U.S. satisfaction.

However, it would be premature and coun-
terproductive to move toward suspending or
terminating U.S. adherence to the ABM
Treaty in response to the Erasnoyarsk
radar. The radar, although a serious viola-
tion, remains years from completion and
thus poses no immediate threat to the
United States. Moreover, the moratorium
on construction of the radar that Soviet
General Secretary Gorbachev announced
last October suggests a Soviet willingness to
discuss the radar's dismantlement. The
recent statements by Soviet arms control of-
ficial Viktor Karpov also appear to contain
some encouraging signs on the Krasnoyarsk
radar. We urge you to pursue these appar-
ent openings at the ABM Treaty review this
month in a manner that strengthens the
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treaty and reaffirms the obligations of both
parties to abide by its terms.

We firmly believe that the ABM Treaty
continues to contribute significantly to U.S.
and NATO security by limiting Soviet stra-
tegic defenses. We understand that this
view of the treaty’s value to our national se-
curity is shared by the Joint Chiefs of Staff.

We urge you to continue to reject any
course of action that could lead to suspen-
sion or termination of the treaty provisions.
In the short run, such a course of action
could cause us to miss an opportunity to
settle the Krasnoyarsk radar problem
through negotiation. In the longer run, it
could undermine the treaty itself. As the
first missiles are being destroyed under this
recently ratified INF Treaty and the
START negotiations are making steady
progress, this is not the time to reverse
course on arms control by stepping back
from U.S. obligations under the ABM
Treaty.

We look forward to working with you to
resolve the question of the Krasnoyarsk
radar in a practical and effective manner
that reinforces the ABM Treaty regime and
contributes to further progress in arms con-
trol.

Sincerely,

Edward M. Kennedy, Dale Bumpers, J.
Bennett Johnston, Jeff Bingaman,
George J. Mitchell, John H. Chafee,
Robert T. Stafford, Claiborne Pell,
Alan Cranston, Daniel K. Inouye.

Albert Gore, Jr., Terry Sanford, Timo-
thy E. Wirth, Spark M. Matsunaga,
Donald W. Riegle, Jr., Mark Hatfield,
Frank R. Lautenberg, Christopher
Dodd, John D. Rockefeller IV.

Patrick J. Leahy, Brock Adams, John F.
Kerry, William Proxmire, Paul Simon,
Daniel J. Evans, Jim Sasser, Tom
Harkin, Quentin Burdick.

Paul Sarbanes, Daniel P. Moynihan,
Lawton Chiles, Dave Durenberger,
Barbara A, Mikulski, John Melcher,
Thomas Daschle.

Carl Levin, Wyche Fowler, Jr., David
Pryor, Howard M. Metzenbaum, John
Glenn, Max Baucus, Wendell Ford.

[From the New York Times, July 15, 1988]
SrriTr Is REPORTED OVER ABM AcCORD—

JoINT CHIEFS ARE SAID To RESIST A MoVE

THAT WouLD EASE TREATY OBLIGATIONS

(By Michael R, Gordon)

WasHiNgTON, July 14.—Disagreeing with
the civilian leadership of the Pentagon, the
Joint Chiefs of Staff are resisting a move
that would allow the United States to sus-
pend some of its obligations under the 1972
Antiballistic Missile Treaty, Administration
officials say.

The position of the Joint Chiefs is consist-
ent with their strong concern that the
Soviet Union would be in a better position
to move ahead over the short run with the
development of antimissile defensive sys-
tems if treaty restraints are loosened, ac-
cording to Administration officials.

The Reagan Administration has been
deeply divided over whether to step up its
charges of Soviet cheating by declaring that
Moscow has committed a “material breach”
of the 1972 Antiballistic Missile Treaty by
building an early warning radar system in
central Siberia. Such a move would allow
the United States to suspend some of its
ABM treaty obligations.

It is not clear what steps, if any, the
United States would actually take if the Ad-
ministration asserted the right to suspend
some treaty obligations. Senior officials say
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the Administration is not considering abro-
gation of the entire treaty.

Some senior officials see a declaration of
“material breach" as a way to demonstrate
American resolve over the violation. But op-
ponents fear that the move is also being
urged by some hard-liners as part of a long-
term strategy of dropping adherence to the
ABM treaty.

VIGOROUS DISCUSSION ON THIS

“The President has heard vigorous discus-
sion on this,”" the White House spokesman,
Marlin Fitzwater, said Monday, alluding to
an unannounced meeting that President
Reagan held with his top advisers on July 6.
Mr. Fitzwater said Mr. Reagan had not
made a decision.

Opposing the move are the State Depart-
ment and the Joint Chiefs of Staff. On the
other side are civilian Defense Department
officials, hard-line arms control advisers and
some Cabinet officials, such as Attorney
General Edwin Meese 3d and Treasury Sec-
retary James A Baker 3d.

The issue has come to the fore because
the Administration has told the Soviets that
it would like to hold the periodic five-year
review of the ABM treaty sometime be-
tween today and July 22. The Soviet Union
has not officially said whether these dates
are acceptable. Under the treaty terms, the
review is to be held before early October.

The United States has already charged
that the Soviet early radar system at Kras-
noyarsk violates the ABM treaty because it
is not situated on the periphery of the
Soviet Union and oriented outward as the
treaty requires. It has demanded that the
radar be dismantled.

LINKED TO STRATEGIC ACCORD

Moscow has denied the charge of violation
but has also announced a temporary mora-
forium on further construction.

State Department officials say the United
States has already put the Soviets on notice
that it will not conclude a new strategic
arms treaty until the dispute over the Kras-
noyarsk radar is resolved.

And the Soviets are reported to have
hinted that they may take some corrective
action if an agreement can be worked out on
anti-missile systems at the Geneva arms
talks.

One question that has been raised is
whether a charge of material breach would
prompt the Soviets to take new corrective
action or deprive them of a face-saving way
out.

Another issue that pits the State Depart-
ment officials against Administration hard-
liners is whether the violation is so severe
that it warrants a charge of “material
breach.”

MEETING OF TOP OFFICIALS

When President Reagan met with top offi-
cials on July 6, Defense Secretary Frank C.
Carlucci is said to have supported the
charge of a “material breach,” officials say.
So did Edward L. Rowny, a conservative
arms control adviser to President Reagan;
Attorney General Meese, and William
Graham, the science adviser to President
Reagan. Some officials say Treasury Secre-
tary Baker also endorsed this view.

John C. Whitehead, the Deputy Secretary
of State, who represented the State Depart-
ment at the meeting, argued against a
charge of ‘“material breach,” espousing the
views of Paul H. Nitze, the arms control ad-
viser to Secretary of State George Schultz
and Max M. Kampelman, the chief United
States arms negotiator, who also attended
the meeting.
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Gen. Robert T. Herres, the vice chairman
of the Joint Chiefs of Staff, is also said to
have opposed the idea of charging a materi-
al breach.

“The Chiefs understand where the S.D.I.
program is really at right now and they do
not believe it is in our interest to undercut
the ABM treaty at this time,” a senior Ad-
ministration official said, referring to the
Strategic Defense Initiative, or *“Stars
Wars.”

William F. Burns, the director of the
Arms Control and Disarmament Agency, po-
sitioned himself somewhere in the middle,
though he reportedly leaned toward the
hard-line view. He is said to have advocated
that Soviet officials be warned at the review
meeting that the radar would be declared a
“material breach” unless Moscow took some
type of corrective action soon.

Mr. Burns is said to take the view that the
Administration should not lodge a charge of
“material breach' unless it has a clear idea
of what action it would take in response.

Mr. KENNEDY. Mr. President, I rise
to support this resolution urging the
President to continue his efforts to
seek the dismantlement of the Soviet
radar at Krasnoyarsk, That radar is an
unequivocal violation of the 1972 ABM
Treaty and must be corrected.

The President, however, should seek
to resolve the Krasnoyarsk violation in
a manner that reinforces the ABM
Treaty regime and contributes to fur-
ther progress in arms control. In par-
ticular, he should avoid steps that
would move toward suspending or ter-
minating U.S. adherence to the treaty.
As the Joint Chiefs of Staff have re-
cently advised, the treaty continues to
contribute significantly to our security
by limiting Soviet strategic defenses.

These points have been elaborated
upon in a recent letter that 42 Sena-
tors including myself sent to the Presi-
dent on the subject of the ABM
Treaty. I ask that this letter be includ-
ed as part of the RECORD.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

U.S. SENATE,
Washington, DC, August 11, 1988.
President RONALD REAGAN,
The White House, Washington, DC.

DeaR MR. PRESIDENT: As you approach the
third five-year review of the 1972 Anti-Bal-
listic Missile (ABM) Treaty, we want to reaf-
firm our support for efforts to strengthen
the treaty and ensure its continued contri-
bution to our national security. In this
regard, we are encouraged by your recent
decision not to move at this time toward
suspension or termination of U.S. obliga-
tions under the ABM treaty by declaring
Soviet construction of the Krasnoyarsk
radar a material breach of the treaty.

We strongly believe that Soviet violations
of arms agreements can neither be excused
nor ignored. As you know, the Senate went
on record in February and in September
1987 declaring the Krasnoyarsk radar an
unequivocal violation of the ABM Treaty
and calling for the Soviet Union to disman-
tle it. We also are fully supportive of your
position that no START agreement can be
completed until the Krasnoyarsk radar
issue is resolved to U.S. satisfaction.
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However, it would be premature and coun-
terproductive to move toward suspending or
terminating U.S. adherence to the ABM
Treaty in response to the Krasnoyarsk
radar. The radar, although a serious viola-
tion, remains years from completion and
thus poses no immediate threat to the
United States. Moreover, the moratorium
on construction of the radar that Soviet
General Secretary Gorbachev announced
last October suggests a Soviet willingness to
discuss the radar's dismantlement. The
recent statements by Soviet arms control of-
ficial Viktor Karpov also appear to contain
some encouraging signs on the Krasnoyarsk
radar. We urge you to pursue these appar-
ent openings at the ABM Treaty review this
month in a manner that strengthens the
treaty and reaffirms the obligations of both
parties to abide by its terms.

We firmly believe that the ABM Treaty
continues to contribute significantly to U.S.
and NATO security by limiting Soviet stra-
tegic defenses. We understand that this
view of the treaty’'s value to our national se-
curity is shared by the Joint Chiefs of Staff.

We urge you to continue to reject any
course of action that could lead to suspen-
sion or termination of the treaty provisions.
In the short run, such a course of action
could cause us to miss an opportunity to
settle the Krasnoyarsk radar problem
through negotiation. In the longer run, it
could undermine the treaty itself. As the
first missiles are being destroyed under the
recently ratified INF Treaty and the
START negotiations are making steady
progress, this is not the time to reverse
course on arms control by stepping back
from TU.S. obligations under the ABM
Treaty.

We look forward to working with you to
resolve the question of the Krasnoyarsk
radar in a practical and effective manner
that reinforces the ABM Treaty regime and
contributes to further progress in arms con-
trol.

Sincerely,

Edward M. Kennedy, John H. Chafee,
Dale Bumpers, Robert T. Stafford, J.
Bennett Johnston, Claiborne Pell, Jeff
Bingaman, Alan Cranston, George J.
Mitchell, Daniel K. Inouye, Albert
Gore, Jr., Patrick J. Leahy, Terry San-
ford, Brock Adams.

Timothy E. Wirth, John F. Kerry, Spark
M. Matsunaga, William Proxmire,
Donald W. Riegle, Jr., Paul Simon,
Mark Hatfield, Daniel J. Evans, Frank
R. Lautenberg, Jim Sasser, Christo-
pher Dodd, Tom Harkin, John D.
Rockefeller IV, Quentin Burdick.

Paul Sarbanes, Carl Levin, Daniel P.
Moynihan, Wyche Fowler, Jr., Lawton
Chiles, David Pryor, Dave Duren-
berger, Howard M. Metzenbaum, Bar-
bara A. Mikulski, John Glenn, John
Melcher, Max Baucus, Thomas
Daschle, Wendell Ford.

Mr. LUGAR. Mr. President, I am a
cosponsor and strong supporter of this
resolution, and I want to commend the
Senator from Wyoming for the con-
structive way in which he has negoti-
ated the language of this resolution.

He has negotiated with the execu-
tive branch on this language in a most
constructive fashion. He has negotiat-
ed the language of the resolution with
his colleagues in the Senate and has
displayed great willingness to take any
concerns into account.
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Mr, President, with all of the em-
phasis on the specific language of the
resolution, let us not lose sight of the
basic purpose of the resolution. It is to
add the Senate's voice to that of the
administration in saying to the Soviet
Union that the Krasnoyarsk radar is
an “unequivocal violation” of the
ABM Treaty, that it is an obstacle to
any future arms control argreements,
and that the Soviet Union would be
naive to believe that agreements in
the START and defense space areas
were possible without correction of its
violation of the ABM Treaty.

Moreover, Mr. President, I want to
call Members' attention to the second
provision of the resolution wherein
the Senate calls upon the President to
work with it in developing appropriate
and proportionate response options to
Soviet violation of the ABM Treaty
which, if not corrected, deny us the es-
sential benefits of the ABM Treaty.
Mr. President, we have debated the
whole compliance question on many
occasions in the Senate, and indeed,
some of our colleagues have even tried
to legislate appropriate and propor-
tionate responses to Soviet violations.
This current resolution urges the
President to consult with and involve
the Senate in the formulation of any
such response options.

Last, Mr. President, let me remind
my colleagues where we stand on this
issue. The President decided not to de-
clare the Krasnoyarsk radar a ‘“mate-
rial breach” of the ABM Treaty prior
to the ABM Treaty Review Confer-
ence. While the Soviet Union gave no
assurance at the Review Conference
that it was prepared fully and without
condition to correct its violation of the
ABM Treaty, its delegates to the con-
ference did indicate informally a will-
ingness to look for means to resolve
the impasse.

Several of us met with General
Burns, the Director of ACDA, last
Monday to discuss the outcome of the
ABM Review Conference. General
Burns then left to brief our NATO
allies. The Soviet Foreign Minister will
be meeting with Secretary Shultz next
week. It seems safe to say that the
ABM Treaty will be on their agenda.
The Senate can play a most construc-
tive role prior to those meetings by
adding its voice to that of the adminis-
tration in saying: “Soviet violation of
the ABM Treaty must be corrected.”

Mr. President, this resolution does
not ask the Senate to take a position
on the material breach issue. It does
not call on anyone to scrap the ABM
Treaty. It simply says to the Soviet
Union: “Let us disabuse you of the
notion that you can have your cake
and eat it too.”

I would urge overwhelming Senate
support for this resolution.

Mr. LEVIN. Mr. President, the
Senate has already made quite clear
our concern about the Soviet Union’s
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violation of the ABM Treaty through
its construction of the Krasnoyarsk
radar. This resolution seeks to take
that concern one step further, and to
insist that the radar be dismantled
before any future strategic arms con-
trol agreement is concluded. I think it
is clear without the Senate having to
pass this resolution that without an
end to the Krasnoyarsk violation, it
would seem impossible for the United
States to reach final agreement on
other arms control issues. I think it is
also important to point out that not
only has the Reagan-Bush administra-
tion already made this linkage, but
also Gov. Michael Dukakis has stated
his determination to bring about dis-
mantlement of this radar as a neces-
sary precursor to finalizing any new
agreements on strategic arms.

Furthermore, the situation is not so
bleak as some might have us believe.
Contrary to the resolution’'s implica-
tion that the Soviet Union is complete-
ly stonewalling United States efforts
to resolve this issue, I would note that
the Soviets have made a number of
suggestions about steps they might
take on the Krasnoyarsk question.
These steps have included the possibil-
ity of dismantlement, although they
have thus far refused to consider this
action without some simultaneous ac-
tions by the United States which we
have been unwilling to take. As the
majority leader himself noted, the So-
viets also broached another proposal
as recently as this week. I hope these
signs indicate that a resolution of this
dispute is not impossible.

The PRESIDING OFFICER. All
time has expired.

The question is on agreeing to the
resolution.

The yeas and nays have been or-
dered, and the clerk will call the roll.
The legislative clerk called the roll.

Mr. BYRD. 1 announce that the
Senator form Washington [Mr.
Apams], the Senator from Texas [Mr.
BenTsEN], the Senator from Florida
[Mr. CHiLes], the Senator from Cali-
fornia [Mr. CransTON], the Senator
from Tennessee [Mr. GoRrgl, the Sena-
tor from Vermont [Mr. LEary], and
the Senator from Nevada [Mr. REID]
are necessarily absent.

I further announce that, if present
and voting, the Senator from Tennes-
see [Mr. Goregl, would vote “yea.”

Mr. SIMPSON. I announce that the
Senator from Maine [Mr. CoHEN], the
Senator from Texas [Mr. GramMm], the
Senator from Oregon [Mr. HATFIELD],
the Senator from Nevada [Mr. HEcHT],
the Senator from New Hampshire
[Mr. HuMpPHREY], the Senator from
Nebraska [Mr. KarNEs]l, the Senator
from Alaska [Mr. MurxKowskil, the
Senator from Indiana [Mr. QUAYLE],
the Senator from Delaware [Mr.
RoTtH], the Senator from New Hamp-
shire [Mr. Rupman], the Senator from
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Alaska [Mr. STEVENS], and the Senator
from Connecticut [Mr. WEICKER] are
necessarily absent.

I further announce that, if present
and voting, the Senator from Nebras-
ka [Mr. KarnEs] would vote “yea.”

The PRESIDING OFFICER (Mr.
DascHLE). Are there any other Sena-
tors in the Chamber desiring to vote?

The result was announced—yeas 81,
nays 0, as follows:

[Rolleall Vote No. 331 Leg.]

YEAS—81
Armstrong Fowler Mitchell
Baucus Garn Moynihan
Biden Glenn Nickles
Bingaman Graham Nunn
Bond Grassley Packwood
Boren Harkin Pell
Boschwitz Hatch Pressler
Bradley Heflin Proxmire
Breaux Heinz Pryor
Bumpers Helms Riegle
Burdick Hollings Rockefeller
Byrd Inouye Sanford
Chafee Johnston Sarbanes
Cochran K baum S
Conrad Kasten Shelby
D’Amato Kennedy Simon
Danforth Kerry Simpson
Daschle Lautenberg Specter
DeConeini Levin Stafford
Dixon Lugar Stennis
Dodd Matsunaga Symms
Dole MeCain Thurmond
Domenici McClure Trible
Durenberger MeConnell Wallop
Evans Melcher Warner
Exon Metzenbaum Wilson
Ford Mikulski Wirth
NAYS—0
NOT VOTING—19
Adams Hatfield Reid
Bentsen Hecht Roth
Chiles Humphrey Rudman
Cohen Karnes Stevens
Cranston Leahy Weicker
Gore Murkowski
Gramm Quayle
So the resolution (S. Res. 474) was
agreed to.

The preamble was agreed to.
The resolution with its preamble is
as follows:
S. REs. 474

Whereas the Representatives of the
United States and the Union of Soviet So-
cialist Republics met in Geneva, Switzerland
from August 24 to August 31 to conduct the
third five-year review of the ABM Treaty as
required by the provisions of that agree-
ment;

Whereas the United States raised again its
concerns about Soviet activities in actual or
possible violation of the terms of the ABM
Treaty, including but not limited to, the
radar violations located at Krasnoyarsk and
Gomel;

Whereas violations of arms control agree-
ments damage the relations between the
parties and undermine the integrity of the
arms control process;

Whereas the Senate unanimously support-
ed by a vote of 89-0 in Sec. 902 of the
FY1988/89 Department of Defense Authori-
zation bill the President’s position that the
Krasnoyarsk radar is an “unequivocal viola-
tion” of the ABM Treaty and declared in S.
Res. 94 by a vote of 93-2 that it represents
an “important obstacle” to any future arms
control agreements;

Whereas the Soviet Union gave no assur-
ance at the Review Conference that it was
prepared fully and without condition to cor-
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rect its violations of the ABM Treaty, in-
cluding the Krasnoyarsk radar;

Whereas the United States has made
clear, in its unilateral statement of August
31, 1988 at the end of the ABM Treaty
Review Conference, that “until the Kras-
noyarsk radar is dismantled, it will continue
to raise the issue of material breach and
proportionate responses;”

Whereas, in that statement, the United
States also made clear that “the continuing
existence of the Krasnoyarsk radar makes it
impossible to conclude any future arms
agreements in the START or Defense and
Space areas.'”: Now, therefore, be it

Resolved, That it is the sense of the
Senate that the Senate:

(1) Strongly supports the continuation of
settled national policy, reiterated in the
August 31 unilateral statement, that un-
equivocal Soviet violations of the ABM
Treaty, as exemplified by the radar at Kras-
noyarsk, must be corrected before the con-
clusion of any future agreements on strate-
gic arms.

(2) Urges the President to work with the
Congress to develop appropriate, propor-
tionate response options to the Krasnoyarsk
radar and any other unequivocal ABM
Treaty violations that would, if not correct-
ed, deny us the essential benefits of the
treaty and be detrimental to U.S. security.

(3) Expresses its willingness to consider as
soon as possible any such responses that
might require legislative action.

Mr. KENNEDY. Mr. President, I
move to reconsider the vote by which
the resolution was agreed to.

Mr. BYRD. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

MINIMUM WAGE RESTORATION
ACT

The Senate continued with consider-
ation of the bill.

Mr. KENNEDY. Mr. President, just
for the benefit of the membership, we
have the Hatch amendment. I have a
perfecting amendment. We are all pre-
pared to move ahead and vote on that.

The Senator from Iowa has an
amendment, and the Senator from Illi-
nois has an amendment. We are pre-
pared to deal with those forthwith and
to move on. I think there are one or
two other areas that have been indi-
cated to us.

That is our position. Unless there is
going to be some other disposition by
those who are opposed to the mini-
mum wage, we are quite prepared to
move ahead.

I will yield the floor now. I know the
Senator from New Mexico has been
wanting to speak in support of this
proposal.

The PRESIDING OFFICER. The
Senator from New Mexico.

Mr. BINGAMAN. Mr. President, I
rise to support the legislation to re-
quire an increase in the Federal mini-
mum wage. Raising the minimum
wage is important to thousands of
American workers attempting to pro-
vide for themselves and their families.
The minimum wage is now $3.35, a
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rate which was set in 1981. Today at
this level, the minimum wage has lost
one-fourth of its purchasing power
due to inflation since 1981.

While the minimum wage's purchas-
ing power has fluctuated considerably
over time, it is less today than at any
time since the mid-1950's. A full-time
worker paid $3.35 an hour earns less
than $7,000 a year, well below the
$11,611 poverty line for a family of
four.

A decline in the real purchasing
power of the minimum wage has cre-
ated a disturbing paradox. At today’s
level, in over half the States, someone
working full time at minimum wage
would earn less than if they had gone
on welfare. If we truly want to create
incentives to get people off welfare,
then we must provide them with good
jobs at a livable wage.

As well as falling behind in purchas-
ing power, the minimum wage also has
fallen as a share of wages. After hover-
ing around 50 percent of average
hourly earnings in private nonagricul-
tural industries during the 1950’s and
1960's, the minimum wage averaged
just over 45 percent in the 1970’s. By
1985, it had declined to about 39 per-
cent of average wages in this country.

This bill restores fairness and effec-
tiveness to our minimum wage policy
by increasing the Federal minimum
wage in a gradual way from $3.35 per
hour to $3.75 per hour in 1989 and to
$4.15 per hour in 1990. After January
1, 1991, the minimum wage would be
set at not less than $4.55 per hour.

This incremental increase should
not impose an undue hardship on em-
ployers. The benefits of increasing the
minimum wage far outweigh the disad-
vantages, in my opinion. The increase
will help a great number of working
men and women in New Mexico and
elsewhere. According to New Mexico’'s
Department of Labor, there are an es-
timated 108,000 New Mexico citizens
who will benefit from this legislation.

A substantial sector of New Mexico's
economy is service oriented and, as
you know, this is the area where a
great many positions pay the mini-
mum wage. Additionally, this increase
in minimum wage will positively bene-
fit the farm workers in New Mexico.

There is concern that a minimum
wage increase would lay an inequitable
burden on business, but history has
proven otherwise. An increase in the
minimum wage is not an entirely new
phenomenon for American business.
The minimum wage was raised in 1949,
1955, 1963, 1967, 1974, and then step-
wise between 1977 and 1981. Each time
numerous business organizations and
economists strongly opposed the move,
yet it is apparent from the employ-
ment data that the adverse conse-
quences which were predicted each
time never came to pass.
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Crities of the legislation claim that
an increase in the minimum wage will
hurt youth employment and do little
to help the working poor. In my view
that is incorrect. In the United States
it is estimated that 69 percent of work-
ers earning less than the 4.55 per hour
are adults over 20 years of age, while
only about 31 percent are youth.

Further, about 63 percent are female
and only 37 percent male.

Clearly it is the working poor, espe-
cially working mothers, who are earn-
ing the minimum wage, not the stereo-
typical middle-class teenager with a
summer or an after-school job.

Mr. President, the problem of the
working poor is a serious one in our
country. Many people hold the mistak-
en view that all the poor are on wel-
fare and not working. That is incor-
rect. In New Mexico alone, 20,000 of
the 47,000 families below the poverty
level can be classified as working poor
with at least the head of household
employed. Nationally, almost half of
the households below the poverty line
are working poor.

Almost 5.5 million households where
one, two, three, four, or even more
members of the household are wage
earners, cannot break out above the
poverty line. In fact, there are almost
1.3 million households in this country
where two people work simply to
attain the mean income of about
$6,300 per year.

I challenge any of my colleagues to
live on $6,300 per year, let alone be
forced to need two wage earners in the
family just to have a $6,300 a year
income.

There are over T million American
workers today living below the poverty
level, people who are working hard but
are finding the difficulty to make ends
meet.

The plight of the working poor is
also acute in my home State of New
Mexico. Over 225,000 New Mexicans
who are either employed or looking
for a job are living at or below the pov-
erty level today. That is almost a third
of the State’s civilian work force that
is living close to or below the poverty
line.

Based on these statistics, it is imper-
ative that we understand the connec-
tion between the increase in the mini-
mum wage and the need to protect the
working poor. The minimum wage is
the bulwark of protection for the
working poor, especially for working
single mothers.

Mr. President, fairness and equity
dictate that we protect our workers
from laboring for poverty wages and
this legislation helps ensure that pro-
tection. I am very pleased to suppcrt
it. I urge my colleagues to do so as
well.

I yield the floor.

Mr. KENNEDY. I suggest the ab-
sence of a quorum.
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The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. KENNEDY. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. KENNEDY. Mr. President, earli-
er during the day in the general dis-
cussion on the minimum wage there
were a number of references about
what impact the increase was going to
have on the condition of low-wage
earners in our society. I would like to
just take a few moments this after-
noon to present to the Senate some
description of what our hearings have
revealed, of what the various studies
have shown.

We have tried, over the course of the
debate on this issue, to address the
questions of unemployment, also the
questions of inflation. We will com-
ment in later debate about the impact
on the general economic condition, al-
though we have had reference to that.
And, as I have stated previously, I
think rather than taking what are the
representations of those of us who
favor an increase in the minimum
wage and those who are opposed, it is
best really to look at the record of
what has happened the last six times
we have raised the minimum wage,
both on employment, youth unem-
ployment, total employment, and what
has been the impact in terms of infla-
tion.

I think, as I pointed out earlier
during the debate, that those warn-
ings, those conclusions which have
been made by those who have been op-
posed to an increase in the minimum
wage from the time that we first
passed it some 50 years ago, those ar-
guments have not been proven to be
historically accurate on the gquestions
of the amounts of unemployment in-
creases and the inflation increase.

But, today, earlier during the course
of the discussion, by statements made
by the Senators of Utah and Texas,
they talked about the impact of the
minimum wage on poverty and I would
like to just address that issue for a
brief time here this afternoon.

I know a number of our colleagues
will be, hopefully, reviewing the
Recorp on those different elements
and when we come, hopefully, to a
final resolution on this issue in the
early part of next week, we will have
addressed the points that have been
raised by those who oppose the mini-
mum wage.

I noticed earlier today that Vice
President BusH was asked once again
about his position. He had indicated
that he is for an increase in the mini-
mum wage, although when he was
asked what the increase would be, he
was unwilling to indicate what he
would actually support. I find that
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somewhat interesting since this is an
issue that has been discussed and de-
bated; we all know what the implica-
tions are of the various increases. And
not to be willing to at least indicate
what kind of increase he would sup-
port, I think, certainly must be trou-
blesome—it should be to those who
have been left out and left behind by
the failure of Congress to act in in-
creasing the minimum wage.

Some have suggested that he would
go up to some $4 an hour. I have ad-
dressed that proposal where that actu-
ally would be a reduction in the pur-
chasing power of the minimum wage
over what it was at the time when this
administration took office. But I am
sure we will have a chance to come
back and debate that particular issue.
Now for the issue of the minimum
wage and poverty.

A vote to increase the minimum
wage is really a vote against poverty.
Make no mistake: this bill will improve
the lives of 70 percent of the hourly
workers from families of three who
are caught in the desperation and in-
dignity of poverty. We are talking
about 2.6 million workers, from fami-
lies earning less than the poverty level
for a family of three who will receive a
badly needed raise if this bill is passed.

Over the course of the debate, we
heard from our friend from Utah and
others about the fact that some 15 or
16 million new jobs have been created
and how they are paying $10, $6 an
hour. Actually, what we are talking
about is only a few percentage points
that are actually in the minimum
wage.

Those represent 2.6 million workers;
2.6 million of our fellow citizens; 2.6
million mothers and fathers—they
have children—who are working and
who want to work. That can be dis-
missed as a small percentage in terms
of the total work force, but no one
who hears from any of those families
and who looks into the eyes of any of
those witnesses who testified before
our committee, proud Americans who
want to be a part of the whole Ameri-
can dream and are trying to provide
for themselves and for their children,
can dismiss the fact that there are the
2.6 million workers from families earn-
ing less than the poverty level for a
family of three who will receive a
badly needed wage increase if this bill
is passed.

Mr. President, 2.6 million low-
income workers, Americans who are
out there trying to avoid the plague of
welfare recipiency, Americans who de-
serve more for their backbreaking
work than poverty and depivation.

A staggering number, 2.6 million. To
hear the administration and the oppo-
nents of this bill tell it, you would
think 2.6 million is statistically irrele-
vant. But 2.6 million is only the tip of
the iceberg.
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The 2.3 million more workers who
hover near poverty would also be as-
sisted by this bill. Almost 5 million
very-low-income workers will get a
raise when this bill is passed. The op-
position says that this bill does noth-
ing for people in poverty.

Let us be clear, life at or even near
that poverty level is no picnic. In fact,
it is close to impossible. The poverty
level for a family of three is currently
$9,300 a year. I hope the opponents of
this bill are listening closely—$9,300 a
year. That is $179 a week for food,
shelter, clothing, medical care, and
education. I do not know how one
person survives on that salary, let
alone two adults and a child. But the
fact is that 2.6 million low-wage work-
ers and their families are living below
that level. Three million five hundred
thousand workers and their families
who will be affected by this bill earn
less than $11,000 a year, less than the
Federal poverty level for a family of
four. Four million nine hundred thou-
sand American workers and their fam-
ilies who live on less than $15,000 a
year will get some relief under the pro-
posed legislation. Will any Senator in
the Chamber rise to tell me it is easy
to raise a family on $15,000 a year? 1
do not think so.

The raise offered in this bill could
mean being able to serve meat at
dinner more often. It could mean
being able to afford to buy a diction-
ary so the children can do their home-
work. It could mean being able to
afford a visit to the dentist.

How can the opponents of this bill
deny these basic necessities to families
fighting to stay off of welfare? The
answer is that the opponents of this
bill do not care about the poor families
and their children. All they care about
are the larger profits and the bigger
businesses. I say, enough. It is time
that we put the interests of the most
vulnerable American first.

And let us talk for a minute about
welfare dependency. Lately we have
considered some important acts in the
Senate aimed at reducing welfare de-
pendency through job training. These
bills are essential, but they are not
enough. The overwhelming majority
of welfare recipients would rather
work. But when working means subpo-
verty wages; when working means life
without health insurance; when work-
ing means leaving young children
home unsupervised; when working
means all of these things, responsible
American parents cannot choose work,
even though they want to. Increasing
the minimum wage is the first step
toward reforming welfare with work.
Many more Americans will choose to
work if working means a living wage—
not living in jeopardy.

To hear those opposing this bill tell
it, you would think that the over-
whelming majority of minimum wage
earners are rich teenagers working in
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the summer or after school to be able
to afford a new bike. It is time to look
at the facts and to get to the bottom
of the disinformation campaign that
has been waged against this bill:

First, the majority of workers who
will be affected by this bill are not
teenagers. Seventy-four percent of
those workers who will be affected are
20 years of age or above. Almost 50
percent are older than 25.

Some 15 percent of workers in this
low wage work force are black, 8 per-
cent are Hispanic. Both of these sub-
populations are represented in the low
wage work force in numbers far ex-
ceeding their representation in the
overall work force; 63 percent of these
low wage workers are women, many of
them working to support or help to
support their children.

These low wage workers are not
teenagers in summer jobs—almost half
of all low wage workers work full time,
many more would prefer to work full-
time but child care duties and the
availability of full time positions re-
strict their options.

Finally, I have a question for the
Senate: 26 percent of these low wage
earners are teens. Is that a reason to
oppose the minimum wage? No. Even
the question is ridiculous. Many of
these teenagers are poor and are work-
ing to help support their families or
maybe they are supporting families of
their own.

Some of these teenagers are not
poor, but they may be middle income
high school students working to earn
money for college. All of us know that
the costs of college are now astronomi-
cal—private college tuition costs have
inereased by T1 percent, public college
costs by 63 percent and the rate of
borrowing for higher education has in-
creased by 40 percent. Are we going to
begrudge the enterprising teenagers
and youth who are working for tuition
money a little boost in their quest for
higher education?

Mr. President, I am simply tired of
the opponents of this bill twisting the
facts to keep hard working men and
women from getting a raise. I say that
it is time that the Senate do some-
thing for those Americans who have
not benefited from the economic re-
covery. It is time to share the prosperi-
ty of the 1980's with the hard working
men and women who made it happen,
and haven't felt its effect.

We have heard a good deal about
the prosperity that has taken place in
our society over the period of these
recent years. No one questions that for
the top third income Americans have
done very well and particularly if they
have been on the east coast or the
west coast. But to those who have
been the working poor, those whose
lives will be affected by this legisla-
tion, they have no cost-of-living in-
crease as other groups in our society
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have. We find they have by and large
been left out and left behind.

The other third, middle America, are
barely able to hold on by their finger-
nails in affording their mortgage pay-
ments, in educating their children, in
paying the increasing health care
costs—many of the jobs that the
newer members of the families have
acquired are those without any kind of
health coverage at all—increasing pay-
ments in terms of day care.

Mr. President, they are barely able
to hold on in our society. They are
proud Americans and we respect them.

I just wonder why this body is so re-
luctant—I do not believe it is, but
there are Members in this body who
are so reluctant to ensure that those
who do the most menial jobs in our so-
ciety and continue to work rather
than be on public assistance, why
those 16 million Americans should not
be entitled to the cost-of-living adjust-
ment. That is what we are talking
about. Not a pay increase, but a cost-
of-living adjustment. That is the issue,
and those, as I have described, who are
living in poverty, the working poor,
are the ones who need this relief. I
hope that we would move to ensure
that they will receive some.

Mr. MELCHER addressed the Chair.

The PRESIDING OFFICER (Mr.
GLENN). The Senator from Montana.

Mr. MELCHER. Mr. President, this
is the third time since I have been a
Member of Congress that we have ap-
proached this problem of restoring
some purchasing power to the lowest
paid people in America. The minimum
wage is about 50 years old. It was first
enacted in 1938, so it has been around
for a long time. The idea in 1938 was
to establish a Federal minimum wage
that was roughly half of the average
hourly wage of Americans. From time
to time since then it has had to be in-
creased. The last time we did it was in
1981, when it reached the $3.35 per
hour figure. We are measuring in 1988
that that is about 36 percent of the av-
erage hourly wage in America. It is
statistically said that somewhere be-
tween 15 million and 16 million Ameri-
cans who are working are paid at the
minimum wage. So for those 15 mil-
lion or 16 million Americans, there is
not any question that since 1981, when
they reached $3.35 per hour, their pur-
chasing power has been considerably
down.

It is true, as the Senator from Mas-
sachusetts has just said, the central
issue is should there be a cost-of-living
adjustment for the people who are at
the minimum wage. I think the answer
is yes, it is time to do that.

This bill will not restore what is the
historic goal of the minimum wage, to
reach 50 percent of the average hourly
wage of all American workers, but it
will start to eatch up. That is the im-
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portant point. We should start to
catch up in purchasing power.

Let us take a look at it. We are at 36
percent now. In the first year under
the terms of this bill, in 1989, we will
be at roughly 40 percent of the hourly
wage, the second year 43 percent. That
will be 1990. It will be at 43 percent of
what is projected to be 50 percent of
the average wage of all Americans.
And in the third year 46 percent. So
what we are doing for 15 million or 16
million American workers at the
lowest pay is to provide a cost-of-living
increase so they can regain purchasing
power, so they can after the third year
get close to 50 percent of what is the
hourly wage for all American workers.

Is this the right thing to do? I think,
yes, it certainly is the right thing to
do.

Well, then, what about the argu-
ments in opposition? I believe there
are two key arguments. One argument
made by those who oppose the bill is
that employment is likely to drop; if
you increase the minimum wage, there
will be higher unemployment. Well,
let us look at the record.

Now, the first enactment was in
1938, as I previously said, and the first
time after 1983 that it was increased
by Congress was in 1949. It was in-
creased substantially at that time, but
unemployment did not go down. Em-
ployment went up. So every year that
the minimum wage has been in-
creased, in 1949, 1955 during the Ei-
senhower years, 1961, 1966, 1974, and
1977, in each of those 6 years after the
minimum wage was raised by actions
taken in Congress, employment did
not go down; employment went up—
unemployment went down. So I do not
believe that is a very valid argument
against raising the wage now.

There is a second pertinent argu-
ment that is raised against increasing
the minimum wage and that is that it
will have an inflationary impact.

The Congressional Budget Office
has summarized the Minimum Wage
Study Commission report and Dr. F.
Gerald Adams' contribution thereto.
The argument is that an inflationary
impact will result, and for those who
make that argument they generally
assume that there will be a two-tenths
of 1 percent or three-tenths of 1 per-
cent increase in inflation due to in-
creasing the minimum wage. The Con-
gressional Budget Office in summariz-
ing the Minimum Wage Study Com-
mission report has stated that they
simply do not agree. They think that a
two-tenths or three-tenths of 1 per-
cent inflationary factor per year be-
cause of raising the minimum wage is
simply too high an estimate. Why? Be-
cause the proportion of minimum
wage workers is declining, and there-
fore they refute this rather small in-
flationary factor that is assumed by
the opponents of this bill.
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When it all boils down, we generally
like to know what the people think
before we vote. What do the people of
this country think? It is interesting to
me that Dr. Gallup conducted a poll
on this very question in 1937: What
did the public think of a minimum
wage? Should Congress establish a
minimum wage? 1937 was the year
before Congress enacted the first mini-
mum wage. But Americans in 1937 said
on the basis of 3 to 2 that they sup-
ported a national minimum wage law.
Congress enacted it the following year.

Dr. Gallup, in polling Americans this
year, again asked the question. He
said, “As you may know, Congress is
now considering legislation which
would gradually raise the minimum
wage over the next 3 to 4 years.” He
cited what it is now, $3.35 per hour, to
go up to $5 per hour over the next 4
years. And what were the results? In
this national Gallup poll, 76 percent of
Americans favored raising it, 20 per-
cent opposed it, and 4 percent were
undecided, had no opinion. Seventy-six
to twenty, almost a 4-to-1 ratio of
Americans said raise it.

What about political parties? Of
these typical Americans in this nation-
al poll who said yes or no, what were
their party affiliations?

Well, of those who said yes, 85 per-
cent of the Democrats that were
polled said yes. Maybe people expect
that. What about Republicans? Of
those polled that were Republicans, 67
percent said yes, 30 percent said no;
substantially over 2 to 1 in the party
that might be assumed by some to be
in opposition of raising the minimum
wage. Sixty-seven percent of the Re-
publicans polled said yes, 30 percent
said no; independents, 74 percent said
yves, 22 percent said no.

What about the age span? Well, in
all age categories overwhelmingly
ranging from 77 to 78 percent, or 80
percent, said yes.

What was their educational level?
From college graduate to not having a
high school education, but having a
grade school and perhaps some high
school, the range was 70 to 78 percent.
Eighty percent were on the top end,
and those were high school graduates.
What about the parts of the country?
Well, it did not vary much from east
to west; 80 to 74 percent in all parts of
the country said yes.

Mr. President, it is an outstanding
poll in that overwhelmingly Ameri-
cans have thought about the question,
should the minimum wage be raised,
and they have come down overwhelm-
ingly saying yes.

I think that is a tribute to the fair-
ness, the compassion, and the concern
of the American people for those
American workers who are at the
bottom level of the money they re-
ceive for their labor, for their efforts,
and for their work.
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I think that is good guidance to us
here in the U.S. Senate and that we,
too, should say overwhelmingly in this
Senate on this question: “Should the
minimum wage be increased to recoup
purchasing power for the 15 million to
16 million Americans receiving the
lowest amount per hour?”—I think we
should say yes overwhelmingly, and I
trust that we will.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. HATCH., Mr. President, I ask
that the order for the quorum call be
rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. HATCH. Mr. President, my
amendment will authorize the youth
training a wage, a real training wage,
and really an opportunity wage. It has
the potential to create hundreds of
thousands of new jobs for those who
are really the hardest to employ. That
potential alone is just occasion for
action by Congress, and I am con-
vinced that a meaningful training
wage can be a strong weapon in the
war against unemployment, and espe-
cially unemployment of our unskilled
in our society.

Mr. President, youth unemployment
is still one of the most serious prob-
lems facing America today. Yes, this
administration has made headway on
youth unemployment. It has come
down dramatically but it is still too
high. It seems to me if they would
take my training wage amendment it
would really make a big difference
with regard to the young people in
this country who are really under-
skilled, undereducated, and under-
trained to take these jobs.

Even though the rate has improved
from a situation of several years ago I
might add that the unemployment
rate is still unacceptable, and should
inspire all Members of Congress to em-
brace my amendment. These percent-
ages however, tell only half the story.
They do not explain that people who
are unable to find work lose out on
valuable experience, on the chance to
learn job skills, to obtain job refer-
ences for the future, and earn self re-
spect as well as income.

The unemployment figures do not
point out that when many youth
become discouraged, they turn to
drugs, aleohol, or juvenile crime. It is a
sad thing to see the ambition and
talent of our young people in this
country wasted, and it is also a sad
thing if Congress fails to try to come
up with a new solution. My colleague
from Massachusetts is just saying the
same old thing that we have had in
the past.
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Last year the Labor Subcommittee
held hearings on youth unemployment
at which several young people were in-
vited to tell their personal stories.
Their testimony moved every one of us
on the committee because we knew
they were telling us the truth about
life on the streets, life with parents
who were substance abusers, and life
in jail.

These teenagers were not reciting
lines from a Hollywood script. One
young man in particular seemed des-
perate to turn his life around. He
knew his own weaknesses and limita-
tions. But he was determined to over-
come them. All he needed was a
chance. He told the committee he
would work for $2 an hour if some-
body would just plain give him the op-
portunity. Clearly his self respect was
more important to him than the wage.

This is the purpose of the training
wage amendment. That is to provide
for people who will not get their
chance any other way, to provide
them with the opportunity to prove
themselves, not just to an employer
and to society, but to themselves as
well. Those who take these opportuni-
ties will not be earning low wages for
long. In times, they will own the com-
pany as many of them have done.

Let me explain the amendment. My
amendment is not a complex amend-
ment. First, my amendment would
allow any employer to pay 90 percent
of the statutory minimum wage for 90
days just by giving the people a
chance to work.

Second, the bill contains stiff penal-
ties for any employer who abuses the
intent of this legislation by displacing
adult workers or youth already em-
ployed. These sanctions are an explicit
commitment of the Congress, if we
enact this amendment, and the admin-
istration to ensure compliance with
both the letter and spirit of the Fair
Labor Standards Act. We have tried
many other programs. We have spent
billions of dollars on the public sector
work programs, yet youth unemploy-
ment rates remain unacceptably high.

We have held out these Federal pro-
grams to our unemployed youth as
though they were money from
Heaven, and I do support Federal
training programs, although I think
there are good training programs and
bad training programs. I have been a
leading supporter of both the Job
Training Partnership Act and the Job
Corps, and of course, the CArRL PERr-
KINS' vocational education bill. I have
faith that these programs have great
potential to help both youth and
adults who are suffering from struc-
tural unemployment.

The record is clear. After years of
Federal effort and billions of dollars,
the problem of youth unemployment
remains critical and acute. Unfortu-
nately, Congress has to figure out how
to stretch public dollars for training
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and employment programs. Our public
investment is such programs cannot
possibly extend as far as the need.

If our young people are unable to
participate in these Federal programs
or they cannot find a job paying at
least the minimum wage, they are
plain out of luck, and they will be on
welfare the rest of their lives, and it
will probably cost $1 million per
person in welfare to the taxpayers.

We know that the minimum wage
has a severe, adverse effect on the em-
ployment of teenagers. I do not know
of any economist worth his salt or any
wage analyst or any labor analyst who
would not agree with that. It has a
devastating effect on teenage unem-
ployment. There is no question about
it.

We know that the effect of the mini-
mum wage is to eliminate many jobs
which typically provide people with
their work experiences.

The pending bill will increase the
minimum wage approximately 36 per-
cent over the next 3 years. S. 837 will
only compound this national problem
as it pushes up the costs, inflation,
cost of goods and services, for every-
body else. So when they get the mini-
mum wage, we take back in the cost to
society as a whole.

When a youth opportunity wage was
produced as a bill in 1985 and 1986, it
had the enthusiastic support of many
diverse groups, including the National
Council of Black Mayors, the Boys
Clubs of America, the American G.I.
Forum, Fraternal Order of Police, and
the Chamber of Commerce, to name
just a few. That is when the youth op-
portunity wage was offered, not the
minimum wage. These organizations
are concerned with creating opportu-
nities for youth. These organizations
were frustrated that little was being
accomplished and were willing to sup-
port a 3-year test of the youth oppor-
tunity wage concept, and I agree with
them.

If we fail to even test the concept,
we will be guilty of failing those young
people who would otherwise have had
a chance at employment. The econom-
ic evidence suggests a training wage is
a valid response to this national prob-
lem.

I realize that not everyone shares
my faith in the market’s response to
this wage flexibility which others have
shown. I say we should find out.

If this measure creates even one new
job for an unemployed teenager,
giving that young citizen a break in
life, it will be worth the effort to
enact. What is wrong with trying?
Why do we not believe that a youth
wage will work? Or, I should say, that
some do not believe, because I know it
will work, and those who really look at
it know it will work. Let us find out.
Let us try.

If we take the approach of the Sena-
tor from Massachusetts, it really is not
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much of a change from the present
law. It applies only to full-time college
students. Frankly, they are people
who can get jobs at the minimum
wage.

What about the kids born on the
wrong side of the tracks, in Ogden,
UT, or the ghettos of New York or
Boston, Massachusetts, or Pittsburgh,
or wherever? Are we just writing them
off? The approach of the Senator
from Massachusetts does nothing for
them, in my opinion, or in the opinion
of anybody who looks at it.

The fact is that it does very little to
improve upon present law, because all
it does is require that they have a cer-
tificate, they have to apply for it and
go through the bureaucratic rigmarole
to get one, and that discourages busi-
nesses right there.

No  self-respecting businessman
really wants to go through the bureau-
cratic maze in Washington. If they
happen to choose to go through that
system and they happen to get a cer-
tificate, they can get six people now
on what is called an opportunity wage.
But it is really not an opportunity
wage; it is a lesser wage. That would
be a true subminimum wage, because
the full-time students literally could
go out and get the minimum wage if
they really wanted to.

The fact is that what we need is a
training wage for those who cannot
get a chance any other way.

So he would multiply it from 6 per-
sons under a certificate to 12. That is
after going through the bureaucratic
maze in Washington and go through it
every year.

We are suggesting, why not just give
this opportunity to anybody who has
not worked before? Let them get that
original job. Let them have the oppor-
tunity to get into a business or into a
job.

Mr. KENNEDY. Mr. President, will
the Senator yield for a question on
that point?

Mr. HATCH. I yield.

Mr. KENNEDY. I have heard the
Senator describe his amendment as
only being available to people who
never worked before, but that is not
what the amendment says. It says, “If
such employee had not had previous
employment by such employer.”

So, as I read the amendment, the
discription the Senator has just given
applies only to a particular employer.
An individual who had worked for
Burger King could not go down and
work for Dunkin’ Donut.

I know that our colleagues are
making an important judgment about
which way to proceed, and I have
heard the Senator describe his amend-
ment; but the way I read it it says,
under section (a), “If such employee
had not been previously employed by
such employer,” which would refer
only to that employer, rather to a
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worker who had not had any kind of
work experience. Am I correct?

Mr. HATCH. The Senator is correct.

However, we should point out that
what the amendment does is to cover
all those situations, such as a young
person like myself, when I was in col-
lege. I worked for a minimum wage, or
less, as a custodian. I developed those
custodian skills and did that honor-
ably and with a great deal of pride
that I was working my way through
college.

Then, if I wanted to become a dia-
mond salesman or a student in a jewel-
ry store or wanted to become a fast-
food trainee, I really could not get
that job at that time. I had to almost
beg to get the custodian job at the
particular time.

There are a lot of young kids doing
that today. Maybe they can get an ini-
tial job somewhere, but it does not
have them trained for the next job.

However, it is really quibbling to
worry about that language; because, if
a young person gets a job almost any-
where in our society and works for the
3 months, during which he or she
would be at 80 percent of the mini-
mum wage, I submit that very few of
those people at that age would have to
go to another employer and work for
80 percent of the minimum wage, be-
cause they will have had the discipline
and experience that comes from work-
ing; they will have shown that they
can work. Frankly, they will do better.

Let us assume that, even so, the only
way they can get the second job, be-
cause it is a different business and a
different form of work—the only way
they can get that second job is at 80
percent of the minimum wage. The
fact is that it may be the only job they
can get; and if that is the case, it is
better for them to work than not to
have that opportunity.

I would be happy to consider amend-
ing that, but I do not think it is wrong
to have it the way it is written. Once
they have worked for the minimum
wage for a period of time which
cannot exceed 3 months, I do not
think they will ever go back to the
training wage. They will have estab-
lished that they know how to work,
what work is all about, and that they
have the discipline for working. I do
not see a major problem.

Mr. KENNEDY. I was just trying to
get a correct interpretation of the Sen-
ator’'s amendment.

It was described earlier as being
available only to employers who are
going to employ for the first time. The
way the amendment reads now, it says,
“If such employee had not been previ-
ously employed by such employer.” It
is a small point.

Mr. HATCH. It is not a big point.

(Mr. BREAUX assumed the chair.)

Mr. KENNEDY. For the reasons
that I spoke to earlier in the debate in
terms of my own serious reservations
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abut the approach that has been
taken by the Senator from Utah, but
that does clarify it.

In effect, it will be available to any
employer and any employee as long as
that is not the same employee for the
same employer.

Mr. HATCH. That is correct.

Mr. KENNEDY. I think that is a dis-
tinction not enormously significant,
but just in terms of description, I
wanted our colleagues to know.

Mr. HATCH. I wanted our colleague
to point that out.

To make a long story short, it is not
a very significant point because the
key here and purpose of real training
wage is not to get more full-time col-
lege students jobs. They are going to
get them anyway. They have the ca-
pacity to do it. It is to help these kids
that cannot get jobs. It is not just kids.
It would be anybody who cannot get a
job.

If you cannot get a job because you
are underskilled or undereducated or
otherwise unfortunate, and there are
2.4 million dropouts alone in this soci-
ety, then this training wage gives
them a chance, and it gives an incen-
tive to small business in this country
which provides 50 percent of the jobs
of this country. It gives them incentive
to give them a chance.

All the approach the Senator from
Massachusetts does is give full-time
students a chance and that only under
very narrow prescribed circumstances.
That is already happening. It is not
really an improvement on current law
except it would move from 6 to 12
those without a certificate. It would
certainly not do the job and it certain-
ly does not do it for the group that
needs it.

I am sure there are many college
students who are happy they have a
job anywhere. That proves my point
even more.

If full-time college students who
have the grade point average and the
SAT scores to get into college are will-
ing to work for a training wage per-
centage of the minimum wage, then
how much more willing to work would
be those kids who do not have any
chance in society?

If the distinguished Senator from
Massachusetts is so concerned and
compassionate that he will do it for
the full-time college students, why is
he not doing it for those who cannot
help themsleves? Where is the logic in
his position? How can anybody in the
U.S. Senate vote for this mock train-
ing wage except insofar as to get at six
more people per certificate.

If it is that important to do it for
them, how much more important must
it be to do it for those who cannot get
a job, those who are not in college,
those who do not have the SAT scores,
those who are dropouts from high
school, those who are being written
off by our society, and those who are
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continuously losing their positions and
rights in society because of some of
these societal ills.

If it is for full-time college students
and we recognize that, why would it
not be more important for those who
cannot afford it at all, those who
cannot get a job at all.

I fail to see the logic on the part of
the distinguished Senator from Massa-
chusetts.

I might also say that to make our
amendment even more clear, ours is
not limited to teenagers. We would
provide a training wage for anybody
who cannot get a job, anybody. We
have 20-year-old dropouts. We have
25-year-old drug addicts. Why should
we not be interested in giving them
jobs if we can, if this would work? The
only argument we use against this is
we do not think it will work. Who
knows?

The fact is we believe it will work
and we believe it is worth the effort.

But if the distinguished Senator
from Massachusetts and others, be-
lieve that full-time college students
ought to have this kind of aid and as-
sistance that they can work for a
youth training wage, then, my good-
ness, why can we not do it for those
who cannot get a job? If the argument
is, well, we are trying to help the uni-
versities, OK, that is a fair argument.
Then why do we not try to help small
business people all over this country?
Is that not more fair?

Why do we pick on them. We recog-
nize the colleges and universities
where it cost $15,000, $16,000, $17,000
a year for tuition?

I want to help the full-time college
students. I do not see anything wrong
with that. The current law does. I
think it is a great thing that the dis-
tinguished Senator is willing to move
it from 6 to 12 people per certificate.
But, my gosh, where is the compassion
for those who do not have anything,
who do not have a chance, who cannot
get a chance?

Let us go beyond them. Where is the
compassion to small business people in
this country who cannot get enough
people to work for them and cannot
afford to hire them because they are
unskilled? They do not want to go to
this market because they are unskilled
and if they paid a minimum wage or
higher they are never going to hire
them. They will just do without or
they will go out of business, which
many of them have.

It is precisely this kind of legislation
supported by those on this other side
that really causes small business to go
out of business.

To me I will never understand the
logic of giving it to the full-time col-
lege students but not to those who
never have a chance, to those who
never will have a chance.
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What about the taxpayers of the
country? Talking about inflation, what
this bill does to inflation? How many
of you do want to go back—remember
three times the minimum wage
changed in the late seventies and we
wound up with inflation in double
digits. I am not saying just the mini-
mum wage. There were a lot of other
things that was done by the prior ad-
ministration that shot up inflation in
double digits, and I might add the
prior administration to that, a lot of
things.

But the minimum wage was one of
those things that pushed it up, and it
was changed three times during that
period of time. It went upward like
that and so did inflation every time
and the bottom fell out on youth em-
ployment. That went down, especially
minority youth employment and espe-
cially employment for women, some of
the hardest-hit in our society.

For the life of me I will never under-
stand how we can take care of full-
time college students and cannot take
care of those who, if they stay on wel-
fare all of their lives, it will cost the
taxpayer $1 million per person. To me
it is a small price to pay to have a real
training wage that gives them a break,
that gets them into the system, that
helps them along the line, that gives
them the helping hand instead of a
handout that seems to be the philoso-
phy around this great body, getting a
handout, rather, a helping hand. I
would rather give them a helping
hand.

This would do it. You are not only
helping those deprived and those un-
dereducated, underskilled and under-
served. You are helping the small busi-
ness people who will be willing to take
some chances to hire them. To me it
makes so much sense, it makes so
much sense.

Senator KENNEDY made the point
that under his approach, if they apply
for this exemption and this certificate
and the Department of Labor decides
to give it to them, they can move up
from 6 to 12, and, if they can apply for
more, maybe they will do more. But
the problem is what he does not tell is
they have to prove that they do not
discriminate against any other em-
ployees, and that is an impossible
thing to do, so you are limited to be-
tween 6 and 12 employees that you
might be able to pay a youth training
wage for, and they are limited to full-
time students.

I do not see why we cannot try this
approach, I don't see why we have to
stick to the same old, tired solutions.
This is an idea that deserves to be
tried, I hope my colleagues will join
me in opposing Senator KENNEDY'S
second degree amendment and support
a meaningful, substantive training
wage that will provide real opportuni-
ties.
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Mr. DDAMATO. Mr. President, I
wonder if my colleague from Utah will
yield for a question?

Mr. HATCH. I am delighted to yield.

Mr. D’AMATO. I have been some-
what reluctant to take a position on
the minimum wage legislation because
there are so many nuances.

Mr. HATCH. That is very well said.

Mr. D’AMATO. I would hope that
we could attempt to focus on the facts
as opposed to a lot of the rhetoric that
goes on—you know, the chest beating
about fairness and taking care of those
who are most in need. I think we are
all concerned with employment and
employment opportunity. But maybe
for this Senator’s edification the Sena-
tor might address himself to specifical-
ly how long this training would be—it
is a training wage—if I were to run a
business. I have a constituent who
called me today. His name is Mr. Tum-
minillo. He said he hires mostly stu-
dents and housewives on a part-time
basis. He said generally after they
work out, after 3 or 4 weeks, he moves
them up and gives them a higher
wage.

Now, in your legislation, how would
this affect Mr. Tumminillo if there
were a $3.75 an hour minimum? I
would imagine in the first year, in the
bill as proposed now that you seek to
amend, it would require raising the
minimum from $3.35 to $3.75. What
would be the situation with Mr. Tum-
minillo?

Mr. HATCH. Well, if somebody was
first hired in his business, he could
hire them at 80 percent of the then
prevailing minimum wage. If it was
$3.75, it would be 80 percent of that,
s0 long as the base wage he pays is not
below $3.35 an hour, the present mini-
mum wage. He would be able to pay
them that for 3 months, during which
time he would train them.

Mr. D'AMATO. So, in other words,
the present minimum would be the
minimum?

Mr. HATCH. Not necessarily. You
cannot go below the present minimum.
Normally, it would be 80 percent of
the prevailing minimum wage, as long
as it does not go below the present
minimum wage.

Mr. D'AMATO. But in no case below
the present minimum wage?

Mr. HATCH. That is right. So he
would be paying at least the present
minimum wage or 80 percent, whichev-
er is higher.

Mr. DAMATO. And for how long?
Would they have to take this as long
as he wanted to pay them that?

Mr. HATCH. No, only for 3 months.
Then I doubt seriously that many em-
ployers would keep them on it for 3
months. Some would, some would not.
But they would have a 3-month train-
ing wage, and thereafter, they would
have to pay the minimum wage.
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Mr. D’AMATO. So your amendment
would say that at the end of 3
months——

Mr. HATCH. They would have to be
paid the then prevailing minimum
wage.

Mr. D’AMATO. They would then go
up to $3.75.

Mr. HATCH. Sure, whatever it is.

Mr. D’AMATO. Now, I have received
many letters and telegrams. I hope to
begin placing these in the Recorp this
Monday, because I think we should
hear from the small business entrepre-
neurs of America; people who love this
country every bit as much as those of
us on this floor; and people who are
out there in the real work force who
understand the realities of what is
taking place. They have indicated
that, in many cases, they feel that
simply to put them in a situation that
would require this kind of increase
without providing a training wage,
would not allow them to hire nearly as
many people.

Has the Senator had any experi-
ences or has he received any communi-
cations from people in the business
community and others who are con-
cerned about giving employment op-
portunities to young people?

Mr. HATCH. Thousands of them. In
fact, I have met with groups all over
the country that said if we could just
have a training wage, we could do an
awful lot of good.

Mr. D'AMATO. But, again, in 90
days—I just want to go over this
again—in 90 days, Mr. Tumminillo, or
anybody else, would be required then
to pay the minimum wage, whatever it
is?

Mr. HATCH. No question; whatever
it is. Whatever it is, that is right.

In other words, it is not a prolonged
thing. It would be required. Once that
young person, or older person under
our amendment—anybody who has
not worked before for that business—
once that person has been there 3
months, I think that person will merit
the minimum wage and probably be
paid more. Certainly they will go up to
the minimum wage and I think will go
on from there because they will have
had the experience of working. They
will have had the opportunity to
work.

Mr. D’AMATO. I refer to another
businessman who called us. He said
that without the training wage for
new workers, he would have to find
ways to hire fewer people, given the
increased costs. Now, we are talking
about a fast-food place. He said he
would find ways to install french fry
machines to replace kitchen help. He
would install self-service machines for
sodas instead of hiring counter help-
ers. Overall, he makes an estimate
that he would reduce his kitchen staff
from 25 people to 15 people.
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Now, I am concerned about those 10
people who would lose employment
opportunities and where they will go if
this takes place.

Mr. HATCH. Well, so am I. If the
minimum wage goes up, you can count
on that happening and happening all
over America. Because small business
people who operate on very thin mar-
gins, in most cases, they are just going
to find ways to reduce the labor costs
and they will either automate or try to
get people to work harder and work
harder themselves and do a lot of the
work that they would normally pay
people for, or they will go out of busi-
ness.

Now, if those 10 people who are re-
duced from his restaurant business,
from 25 to 15, if those people will go
on welfare, guess who pays for that,
too? Now, how can anybody think that
this is not an inflationary push
upward? Because that falls back on all
of the taxpayers of America. And you
can count on $10 million being spend
over the average lifetime of those 10
people—a $10 million cost to the tax-
payers that they would not have to
pay if those people were working and
paying taxes themselves. Although, at
minimum wage levels, probably not
very much in taxes, but at least paying
their way.

Mr. D’AMATO. I have to say to the
Senator from Utah that I believe that
the minimum wage should be in-
creased.

The Senator from Utah is not op-
posed to that, is he?

Mr. HATCH. I will put it this way: I
really do not believe that minimum
wage increases benefit anybody. I be-
lieve employers are going to be so
hard-pressed to get quality employees
in the future that the minimum wage
is a fiction that nobody is going to pay
any attention to. Already a lot of the
fast-food chains, in order to just get
employees, are paying much more
than the minimum wage.

Mr. D’AMATO. As matter of fact, in
some of the regions in my State,
people are paying well above the mini-
mum wage.

Mr. HATCH. Well above it, and
almost everywhere else.

Mr. D’AMATO. $5, $6, even $7 an
hour.

Mr. HATCH. That is right; and
almost everywhere else.

Mr. D’AMATO. So is the Senator
concerned about that first-time em-
ployee that youngster with no train-
ing, with no educational skills, with no
hope of a job opportunity, with no
hope even to get that $7 or $6 or $5 or
$4 an hour. Yet if he or she gets that
opportunity for 30 days or 60 days or,
at the most, 90 days, this youngster
may begin to acquire some job skills
that they might not get if employers
have to pay them this higher wage?

Mr. HATCH. That is what the whole
battle is about.
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The minimum wage is a fiction
today. The laboring force is going
down, as far as numbers. Women are
going to have to come into the labor-
ing force. The fact of the matter is it
is going to be very difficult to get qual-
ity employees.

Today, many of our young people—
we have 2.4 million dropouts in our so-
ciety, many of whom will never work
again unless we find some way of get-
ting them into the system. Most small
business people are not going to hire
them at $3.75 minimum wage. They
are just not going to do it.

Mr. D’AMATO. Particularly those
who have limited language skills, lim-
ited education and who need that op-
portunity, that first start.

The Senator is concerned about
higher wage levels limiting them from
even entering a job market?

Mr. HATCH. Absolutely; no ques-
tion. They will not even get a chance
to get a job because the employers, as
you say in the examples you gave of
your constituents, are going to be low-
ering the total number of employees
and they are not going to take the
chance to give some of these people an
opportunity who do not have the skills
or lack language skills or for any
reason, that are basically undereducat-
ed people. You are talking about
blacks in particular, Hispanics, Puerto
Ricans; you are talking about a lot of
people in your State, a lot of people in
New York City who probably will
never have a chance. And what do
these kids do? What do they do? Do
they just vegetate?

Mr. D'AMATO. Would my colleague
find it outside of logic to say that one
can be supportive of increasing the
minimum wage and yet, by the same
token, say: Let's give to the small busi-
ness entrepreneur a very limited
period of time, up to 90 days, in which
he can bring in those unskilled work-
ers that he might not otherwise take
the chance to bring in, to challenge
them, to see if they cannot fit into
that system.” And if they do, most of
them, we would hope will succeed and
productive members of society. Em-
ployers will hire these workers, instead
of turning to automatic vending ma-
chines and other devices. Entrepre-
neurs, small business people, in par-
ticular, will be enhanced, and the lives
of those young people made more pro-
ductive. Then, they will be slated into
higher salaries, and certainly we hope
there will be the day when they will
rise well above that level as a result of
the skill levels and the job experience
they have acquired.

I do not see how it is inconsistent.
You see, I support that training oppor-
tunity. It seems to me that—if we pass
legislation that raises that minimum
wage level, we may arbitrarily be cut-
ting off hundreds of thousands, if not
millions, of young people who might
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be afforded a job under your training
concept.

Mr. HATCH. You are right, Senator.
You have described it about as well as
it can be described. There are two
amendments on the floor right now.
There is my amendment which would
give a right to small business or any
business to pay a training wage for the
first 3 months for any brandnew em-
ployee who has never worked at the
company before who does not displace
a regular employee.

Mr. D'AMATO. They cannot dis-
place another employee?

Mr. HATCH. In fact there are severe
penalities if they do displace another
employee.

Mr. D'AMATO. So, where there
might be those who are unscrupulous
and who might take an opportunity to
bring in young people, and just dis-
place someone who has been there at a
higher wage——

Mr. HATCH. That is right.

Mr. D'AMATO. We build in sanc-
tions against that in your amendment?

Mr. HATCH. That is right. Now, let
me contrast that. That amendment
will open the door to millions of young
people, at least 2.4 million dropouts,
who probably will never have a job
and will wind up on welfare at a tre-
mendous cost to society.

Mr. D’AMATO. Let me get this
again. The Senator says it rather
quickly. We are used to hearing these
numbers. A million unemployed
people, 2 million displaced workers.
The Senator is saying to me that there
are 2.4 million dropouts?

Mr. HATCH. We are talking just
dropouts. Not talking about anybody
else.

Mr, D’AMATO. Is that each year?

Mr. HATCH. That is the total in so-
ciety today, 2.4 million dropouts.

Mr. D’AMATO. I have read, and I
wonder if we might be able to develop
some backup for this, some rather
startling indications that in some of
our high schools in our large urban
areas, the dropout rate is as high as 50
percent annually.

Mr. HATCH. Let me ask the Sena-
tor, this 2.4 million dropouts, ages 16
to 21 in 1986; 1.2 million of this total
were unemployed.

Mr. D’AMATO. In 1 year alone you
are talking about almost 2.5 million
youngsters who dropped out of school?

Mr. HATCH. That is right. It says
none of these individuals most in need
of skills and training would be eligible
for the Student Learner Program that
the Senator from Massachusetts is
talking about. See the contrast be-
tween what we would like to do, which
is a real training wage for anybody
who has not worked before, of any
age, any nationality, any sex, and so
forth, we would open that door to all
of them for this training wage and
allow small business the extra incen-
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tives to hire them. Contrast that with
the argument of the distinguished
Senator from Massachusetts, which
basically is only for full-time students.

Mr. DPAMATO. Full-time students
are not the problem, are they?

Mr. HATCH. It does not cover all
full-time students. It only covers those
full-time students who can get a job
from an employer who wants to go
through the bureaucratic maze of ap-
plying to the Department of Labor,
getting the Department of Labor to
give them a certificate on an annual
basis. Every year they have to do this.
Then they can have six people they
can hire. That is the current law. It
will increase to 12 under the proposal
of the Senator from Massachusetts.
That is about the only benefit you get
out of the new proposal that he is pro-
posing.

It is for full-time students and I
submit that most of those, if they had
to, could get out and find a real mini-
mum wage job or better. We are talk-
ing about kids who cannot.

Mr. D'AMATO. It seems to me, as
well intentioned as that might be,
having two youngsters who fall within
that age category, it is pretty tough to
get them even to post a letter, when
they are in need of financial aid from
home. Usually we get a phone call re-
versing the charges.

I am wondering how realistic it is to
think that we are going to get students
to go into this certification process.
We must also consider the incredible
cost to the taxpayer; and the book-
keeping this requires of the employer.
It would seem to me that we should be
looking at the 1.2 million unemployed
young people out of the 2.4 million
dropouts and seeking ways to get them
into not only job training but also
more education. In so many respects
that employment opportunity becomes
very real and meaningful education to
these young people.

Because I believe we are developing
within this country a tremendous un-
derclass that is growing in every di-
mension: As it relates to education, as
it relates to employment and employ-
ment opportunity, as it relates to the
development of job skills. I would
hope that, notwithstanding the desire
to see to it that those who need the
most as it relates to protection, to see
to it that unscrupulous people will not
take advantage of them, that in so
passing a piece of legislation designed
to do that, we not disenfranchise mil-
lions of young people who are most in
need of that very first-time job oppor-
tunity that might make the difference.

I could not help but compare some
aspects of the life of my distinguished
friend and colleague from Utah as it
related to employment. My first em-
ployment opportunity was at a mini-
mum wage job. I worked a hot dog and
hamburger stand in the little commu-
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nity that I live in today for 75¢ an
hour,

Then, after holding many interven-
ing jobs, I was paid a very princely
sum of $1.65 an hour, at a job that
gave me the opportunity to complete
my law school education. I worked as a
custodian. I heard you refer to it as a
janitor. I held a position for some 2
years and worked my way through law
school.

Mr. HATCH. We are going to have
to have the Senator form a janitors’
caucus in the U.S. Senate.

Mr. D’AMATO. I thought that was
very interesting when I heard the Sen-
ator talk about his experiences. I can
share with you the fact that I saw
many young people, and some older
people who were desperately in need
of that work opportunity and I, as a
young man, certainly was.

I want you to know that, were there
to have been a wage differential that
may have precluded the university
from being as generous as it was in
providing opportunities for many, this
Senator would not have had that
chance to get a law school education.

I would hope that we would have an
opportunity to further discuss some of
the ramifications that may not be so
readily put forth—I intend to support
the basic proposition of increasing the
minimum wage, lest there be any
doubt—and the conception put forth
that in so doing it, we may be Kkilling
jobs and opportunities for growth and
enhancement. I certainly think that
your provision is most modest in at-
tempting to ensure that in so doing it,
we do not destroy the very thing
which we are attempting to preserve.

I think it is too easy to get up and
rail that we have got to raise wages of
the American workers who are being
taken advantage of. One need only
take a survey in his or her community
to find that, in more cases than not,
there are substantial wages, well above
the minimum, that are being adver-
tised. It is the job skills that we have
to address. And simply raising the
level of the minimum wage does not
address that.

Indeed, it may be unintentionally—
and I certainly say unintentionally—
harming the very hopes and the aspi-
rations and the job training that is so
important and something that I be-
lieve that my friend from Utah and
the senior Senator from Massachu-
setts seek to increase.

I would hope that we could pursue
this in further debate because I am
most interested in seeing to it that we
increase employment opportunity and
not decrease it.

Mr. HATCH. I appreciate the re-
marks of the distinguished Senator
from New York and I agree with most
of his remarks. I have to say, you
know, under the guise of helping the
working poor, they want to increase
the minimum wage to $3.75 an hour
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and then up as high as $4.55 an hour
under this bill. The problem is that
$4.55 an hour is not enough for a head
of household to run a household.

So, it is apparent the minimum wage
should not be a vehicle to get people
out of poverty. Every time you in-
crease it, you increase everything else,
too. We have had that experience now
for years. When are we going to catch
on? When you increase the minimum
wage, you increase everything else; so
it is taken away anyway in the end.
There are not many people who liter-
ally get minimum wage increase and
wind up getting very much more, no
matter how much you go up on mini-
mum wage because everything else
starts up—goods and services.

Mr. D'AMATO. I am concerned, too,
about the tens, tens—hundreds of
thousands, not tens of thousands—
hundreds of thousands of men and
women in some of the service areas—
waitresses and others—who would be, I
think adversely affected.

I think of the small restaurants in
the community where I live along the
seashore. I have not taken the oppor-
tunity, but I assure the Senator over
this weekend that I am going to go
back and speak to the owners of these
small establishments.

I am thinking about one in particu-
lar—Peter’s Clam Bar in Island Park.
They employ real people. They have
real roots. They employ a good
number of young college students but
over the years it has been a tradition
to employ many of the women of our
community. They come from 30 or 40
families, and that is a lot when you
are talking about a community of less
than 5,000 people. They have worked
there for many, many years. I am
going to ask them: what will the conse-
quences of raising these wages be as it
relates to their labor pool? Will there
be those one, two, or three job open-
ings—and there is a natural attrition
over a 20-year period of time—that
they may not choose to fill as a result
of these costs? Will we be doing a dis-
service to the people of that little com-
munity of Island Park where I have
lived for many years, and will it result
in a diminution in the opportunities of
some of the young men and women
who find summer employment?

Let me assure the Senator it is not
just the minimum wage that draws
those young people and women to that
community because, obviously, there
are substantial tips, and so forth, that
are added on top of that.

So, I would hope we do not inadvert-
ently, as a result of all the good inten-
tions, destroy those opportunities for
job employment. I imagine you could
multiply that story throughout the
length and breadth of this Nation.
Indeed, it is something I think we
have to be mindful of, and I hope we
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would have the opportunity to more
fully discuss these matters.

I am not a member of the Labor
Committee. I passed that opportunity
up. But I would have to say I am look-
ing forward to, possibly in the next
session, serving on that committee. Be-
cause I think that there is a lot of
work that has to be done. All too often
we get these bills out on the floor
without the body, as you know, having
had the opportunity to put in the kind
of study so necessary as it relates to
the formulation of policy. Then it be-
comes rather a matter of perception
that somehow those who may raise
questions are against the poor when,
indeed, someone who lives in a com-
munity such as mine where 54 percent
of my constituents, as of the 1980
census, were judged to be in the low
and moderate income category.

I daresay I do not think that is a sta-
tistic we should be proud of, yet it is
one I am cognizant of, and it is a com-
munity that I love and a community of
hard working, decent people.

So, I say to those who talk and trum-
pet about the problems of the poor,
this is someone who lives there, who
understands the hopes and aspirations
of those who seek through the dignity
of hard work to achieve the American
dream of home ownership, of econom-
ic opportunity, of providing their sons
and daughters with the chance they
did not have to get a good education. I
hope that we would not be adding fur-
ther to the burden of those families
because it is not easy. It is not easy for
one to continue to survive and to
maintain his dignity.

I also suggest that the maintenance
of a person’s dignity is probably the
most important thing to consider. I
would suggest that would be the case,
whether we are talking about the most
humble of our citizens or the most
lofty, even those within this institu-
tion.

I thank my good friend and col-
league from Utah.

Mr. HATCH. I thank my good friend
from New York.

Finally, let me just say this. I think
the distinguished Senator from New
York has been very correct in many of
his observations today. There are only
14 percent of the total minimum wage
earners who are working poor who are
heads of households, if that. Frankly,
I think we ought to do some things to
help them so that they are not in pov-
erty.

To saddle the whole country with
this fix, it seems to me, pushes up in-
flation, the costs of goods and services
and the loss of small business and the
loss of jobs for teenagers, blacks, His-
panics, and women I think is really a
catastrophe in many ways. It would be
better to approach this with more in-
telligent approaches than what we
have done in the past. Just because
this has been the theoretic role of the
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past does not mean we have to be
always linked to the past.

I get such a big kick out of always
being called people who are enamored
with the past. If there is any enamor-
ment with the past, it is the people
who think this bill does a lot of good,
but then you add on top of that the
little that the amendment that the
distinguished Senator from Massachu-
setts has offered, and it is pathetic. I
am not against helping full-time stu-
dents, but if we really want training
wage to work, you have to help those
who need training wage. His amend-
ment, unfortunately, does nothing for
those people.

With that, we will have much more
to say about that next Tuesday. I hope
we can get to a vote next Tuesday on
some of these matters, get to a
number of votes, and I will be working
to see if we can do that.

I yield the floor.

The PRESIDING OFFICER. The
Senator from Massachusetts is recog-
nized.

Mr. KENNEDY. Mr. President, I
had hoped perhaps those who have
been listening to this debate over the
past couple of hours have a chance to
examine the earlier statements where
these issues were addressed in some
detail during the earlier part of the
debate and discussion, but let me just
reference, just make a couple of re-
sponses to the arguments that have
been made by the Senator from New
York and the Senator from Utah.

First of all, with regard to small
business, we raise the basic exemption
from 362,000 to 500,000. Any small
businessman or woman in America,
those small shops talked about by the
Senator from New York that are less
than 500,000, those who are in the
southern part of our country, those
mom and pop stores are out. We un-
derstand the particular needs and they
are out. They are not included. As a
matter of fact, the percentage increase
is greater in terms of exempting those
small shops than the increase in terms
of the individuals.

So, we have been sensitive to the
problems of the small business.
Thirty-seven percent increase in the
size of the exemption for gross re-
ceipts; only 35-percent increase in min-
imum wage in the total bill. Point No.
1

If there ever was an award for elimi-
nating paperwork, it ought to be for
our perfecting amendment in terms of
the employment of full-time students.
What is the requirement? The name
of the student, the address of the com-
pany, the type of business, the assur-
ance that not more than 10 percent of
the employees are going to be stu-
dents, because that is 10 percent of
the Nation's population, and a mailing
address. Sign it, mail it, and it is
deemed approved.
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Give me one other example in the
Federal Government, any other certi-
fication, any other application, any
other paperwork which is as simple as
that? We simplified it dramatically,
Mr. President.

Mr. HATCH. Can I give you one ex-
ample?

Mr. KENNEDY. Not just yet. We
have simplified it dramatically, Mr.
President, and that is it.

To the more basic and the more fun-
damental issues, and that is about
those who are students and those who
are not students. Our perfecting
amendment is wise for those who are
not students as well as for those who
are students.

We focused on those who are stu-
dents, high school students. We hear a
great deal about, well, what is going to
happen to high school students. High
school students are included in our
amendment. College students are in-
cluded. Part-time students, vocational
education students are all included
under our amendment to be able to
get 85 percent of the minimum wage.
We do not cover these young Ameri-
cans who are not students. Why? Be-
cause we want them to become stu-
dents. If you accept the premise of the
Senator from Utah, you can just stay
outside; you do not go back to school. I
thought part of the concept was to try
to get people back in school, to try to
continue their education. This is an in-
centive to drop out of school. You can
go on. You have a little trouble with
your grades, you might not have been
promoted last year. OK, we can get
you a job down there, effectively a
dead end job, albeit. Maybe you learn
a few working skills but no training,
because there is no training feature of
this. You can learn that training; as
we found out earlier in the debate, 75
percent of it probably takes 2 hours to
flip a burger. This is how we are talk-
ing, make a bet on it. No one is degrad-
ing these important jobs. This country
could not get along without those
types of jobs which are the most diffi-
cult jobs in which some Americans
have to involve themselves and still we
have millions of Americans doing it to
provide for their families. No one is
demeaning those jobs. You demean
them more by saying that no way can
this Nation assure that the purchasing
power of that minimum wage of T
years ago is going to be the same
today.

Oh, no, we have had prosperity. We
give cost of living to the military, to
the Congress, to the President of the
United States, to senior citizens, but
not to you. No way. This country is
prosperous, as the President of the
United States said just a few weeks
ago, so we can afford a cost of living
for all Federal employees but not for
you, 16 million Americans, no way. So
you have children; so you have been
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working; so you have not had a pay in-
crease for 6 years. No way, we cannot
afford it. You are going to provide
some potential unemployment in the
future, even though, as the Senator
from Utah says, 15 million of those 16
million jobs are $6 an hour or more.
There is only a small percentage of
people getting the minimum wage. So
be it. Those are millions of families
and those are parents who have to
feed and clothe their kids, they have
to educate them. But no way. No way.
Somehow it is going to be inflated.
Some way it is going to have some ad-
verse impact in employment in spite of
the fact—and I am not going to restate
it, at least today—when we reviewed
all of the previous records, when we
have increased the minimum wage, all
these dire predictions in terms of un-
employment, in terms of increasing in-
flation just have not borne out. Those
few Members, very few, who are listen-
ing to this debate I hope would get a
chance to examine the REcorp of ear-
lier today.

Mr. President, I look forward to
reaching a decision. We believe we
have fashioned this amendment so
that it will provide for students in
school, limited by hours, 20 hours.
That is basically our judgment, those
of us supporting this, as a judgment in
terms of the educational component.
Your get more than 20 hours, you
have an adverse impact in terms of the
educational experience. We try to en-
courage people to remain in school,
not to drop out of school, encourage
those who have dropped out to go
back to school. We believe that that is
the appropriate way to try to shape a
program for those individuals who will
be making the subminimum.

I think we have addressed the issue
of what our amendment does, the pa-
perwork issue, the basic concept of
why we approach this amendment in
this particular way. I hope over the
course of the weekend our colleagues
will have a chance to examine the ex-
cellent record that has been made by
my good friend and colleague from
Utah and the few words I have had
the opportunity to present to the
Senate and then when the bell is rung
and the roll called they would over-
whelmingly support my amendment.

Mr. President, I yield the floor.

Mr. HATCH addressed the Chair.

The PRESIDING OFFICER. The
Senator yields the floor. The Senator
from Utah.

Mr. HATCH. I am not going to keep
us much longer. I enjoy all of the rhet-
oric, but if it is important to give
people a living wage, then maybe it
ought to be $6 an hour, $7 or $10 or a
million, to use Senator GRaMM'S analo-
gy. The reason you do not do that is
because you know that it just pushes
everything up. It stands to reason. If
you push $3.35 up to $3.75, then up to
$4.55, everybody else has to go up, too.
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You have to. And I might add the dis-
tinguished Senator from Massachu-
setts is the first to come in and say we
have got to help everybody. Well, he is
noted for that. In fact, his programs
are so broad and large that they never
pass.

Mr. KENNEDY. Unless they are co-
sponsored by the Senator.

Mr. HATCH. Unless they are co-
sponsored by some of the rest of us.
The fact is we can come up with won-
derful ideas all day long but somebody
has to pay for them, and for this mini-
mum wage idea of the distinguished
Senator from Massachusetts to take
care of 4.7 million people—not 16 mil-
iion, 4.7 million people—who are paid
the minimum wage, everybody in soci-
ety has to take it on the nose. To have
the audacity of saying he is for the
poor when all he helps are full-time
students and not those who cannot get
a job, and says that is compassion,
well, I cannot sit here and let it go by
without rebuttal.

The reason I held up the editorials
was because since we have been debat-
ing this issue it has taken years to get
the American people to start looking
at it and to realize it is more signifi-
cant and more important than just the
cliche that we want everybody to have
a livable wage. This increase in the
minimum wage will not give people a
livable raise. It will be far better to
attack this problem in a reasonable
way. Why put up with this fiction any
more?

Frankly, for the first time in history,
newspapers all over this country are
writing why increases in the minimum
wage are not good, and they are not
good for the poor. Most of all, they are
not good for blacks and Hispanics and
other minorities. Above all, they are
not good for women. The fastest
growth of single ownership of small
businesses in this country happens to
be women-owned businesses. This
amendment, it seems to me, takes
none of that into consideration and
just goes along with the past because
it has been a good cliche, it has been a
good political slogan but continues to
saddle us with past ideas that have
long since been outdated. Let us ap-
proach these things more intelligently.

I suggest the absence of a quorum.

The PRESIDING OFFICER. The
absence of a quorum is noted. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. BYRD. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Ms. MIKULSKI. Mr. President, I
support raising the minimum wage.
Historically, the minimum wage has
been pegged at about 50 percent of
hourly earnings. By that measure the
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minimum wage today should be $4.45
an hour.

It has been 6 years since the mini-
mum wage was last increased to its
present level of $3.35 an hour. In that
time, we have seen a rise in the
number of women entering the work-
force and we have seen a rise in the
number of women and children in pov-
erty.

A full time worker earning minimum
wage makes less than $7,000 a year.
This is not a subsistence wage. It does
not allow full time workers to provide
bare necessities for their families, Nor
does it support the 1980's version of a
family of three—a teenage mother
who lives with her mother.

In fact this minimum wage has con-
tributed to the emergence of a new
phenomenon: The working poor.
These are real people, who live in Bal-
timore and other American cities. I
have seen them. They want to work,
do work, and are still chosing between
feeding their kids and housing their
kids.

If this situation continues, taxpayers
will always have to make up the differ-
ence, through welfare and other pro-
grams, between what that hospital or-
derly earns and what it costs her to
live in her apartment on Fulton Ave.
in Baltimore and feed her kids.

Mr. President, the Senate has passed
the Family Security Act of 1988, the
welfare reform bill. The emphasis in
that bill is upon giving people the re-
sources to help themselves. The mini-
mum wage is the least workers should
earn in our society. Workers should be
able to help themselves get the Ameri-
can dreams we all expect, such as
home ownership, schooling for their
children.

THE EXPORT ENHANCEMENT
PROGRAM

Mr. BOSCHWITZ. Mr. President, I
understand that earlier today there
was a colloquy or dicussion on the
floor about the Export Enhancement
Program and severe criticism of the
Reagan administration’s handling of
the Export Enhancement Program. I
would like to talk a little bit about it.

Apparently the criticism was that
the Reagan administration fought it;
that it was slow in implementing it;
that only because it was mandated did
they implement it at all.

I would point out that the Export
Enhancement Program was created
administratively by the Reagan-Bush
administration in May 1985, and that
it was implemented by the administra-
tion long before there was legislative
authority to do so; that it was some-
thing that was permissible within the
general legislation applying to the Ag-
riculture Department; that the
Reagan administration took the bull
by the horns, so to speak.
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There were enormous surpluses. The
result was that they saw that the Eu-
ropeans and others of the world were
using export enhancement techniques.
So they decided, as much as they dis-
liked it, as much as any reasonable
person dislikes subsidizing exports,
they decided that it had to be done
and they did it.

They did it independently of the
Congress. As a matter of fact, the Con-
gress did not specifically create the
statutory authority for the program
until the passage of the 1985 farm bill,
2 days before Christmas in 1985. And
then the farm bill became law.

I understand that some of this talk
about all of this came up because ap-
parently an aide to Governor Dukakis,
in pointing out ways in which one
could make savings in the budget,
pointed to the farm aspects of the
budget and specifically said, yes, this
is the EEP, the Export Enahncement
Program. That is one that we could do
away with.

Well, it is one that the Congress
probably is not going to let any admin-
istration, whether it be a Bush admin-
istration or Dukakis administration,
do away with. Perhaps that is a signal
that the Dukakis administration
would not use the authority with any
aggression or they would not use it
very aggressively or very creatively.
And I think this administration has
done just that.

Congress placed a $1.5 billion cap on
the EEP, on the Export Enhancement
Program, and the Reagan-Bush ad-
ministration surpassed that level and
had to announce on July 30, 1987, that
it would continue to operate the
Export Enhancement Program, even
though it lacked the congressional
mandate to do so and even though the
funds for it had all been used up.

So, indeed, the Reagan-Bush admin-
istration was quite aggressive in pursu-
ing the Export Enhancement Program
to help out farmers. We have a very,
very large surplus, particularly in the
area of wheat. The Europeans were
being extraordinarily aggressive, going
into markets that had historically
been American markets in flour and
for wheat. Sometimes the export en-
hancement subsidy exceeded the value
of the goods. And it really was an ag-
gressively utilized program, and I
would take exception to someone who
said that it was not utilized aggressive-
ly and point out, again, that the
Reagan-Bush administration utilized it
even before the Congress acted.

As a matter of fact, the Congress,
when it was controlled in both
Houses—if one were to become parti-
san about the matter, when it was con-
trolled in both Houses by the other
party, by the Democratic Party—voted
to restrict the moneys that were neces-
sary for running the program and, in
fact, did not give enough money to the
program to run it on the same scope
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that the Reagan-Bush administration
was seeking to do.

So that we feel it is a good program.
Whether or not it has to be utilized
right now, when surpluses, for in-
stance in the case of wheat, are disap-
pearing very rapidly, that is another
question. I think it has to be used, and
should be used, perhaps more sparing-
ly at the moment when there is not
the huge production to support the
use of it as there has been in the past.
Not the huge surpluses.

As a matter of fact, if one looks at
the stockpiles of wheat or corn or
other commodities—in the case of soy-
beans there are no surpluses, there are
no stockpiles. And in the case of corn
the stockpile will probably go down by
approximately 70 percent by the
middle of next year, and wheat as well
will become a very small stockpile
indeed.

This does not mean that we should
give up the cause and absolutely allow
what has happened before to happen,
and that is that the Europeans again
most particularly should steal the his-
toric American customers. But it is less
and less likely that these kind of subsi-
dies will be used, not only by ourselves
but throughout the world, as there is a
general tightening of stocks. And as
market prices rise, obviously the ne-
cessity of using such subsidies will not
be as great as at a time when prices
are very low, when you are out there
fighting for every order, and when you
have enormous stockpiles behind the
sale that is being made.

So I believe that the Reagan-Bush
administration, which has been ac-
cused of having an insensitivity to
farmers, has been very sensitive
indeed. If one measures by way of dol-
lars what has been expended on the
agricultural sector, certainly this ad-
ministration must be deemed to be ex-
traordinarily sensitive. The expendi-
turers went up to $25 or $26 billion—a
record number. Regretfully, that had
to be done in order to support the ag-
ricultural sector of our county. And I
fully believe that if the moneys had
not been spent there would have been
a general collapse, not only in agricul-
ture but in all of rural America, that
would have cost the taxpayers in the
United States far more dearly than
the cost of the agricultural programs.

So, I think these things have to be
kept in balance. I think that the
Export Enhancement Program contin-
ues to be a sound one. I am sure that
the administration will continue to ag-
gressively utilize it, as it has done in
the past, and I believe that those who
would say that the Reagan-Bush ad-
ministration fought the EE Program,
that they were slow in implementing
the program, that they only did so
when it was mandated, forget the his-
tory of the program. And that history,
of course, is that the program was cre-
ated administratively by the Reagan-
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Bush administration, utilized adminis-
tratively, and that the Congress was
well over half a year behind in exercis-
ing its authority and making the au-
thority statutory.

So, we hope that markets will be
stronger. We hope that markets do not
require subsidies in international
trade. They are very, very disorienting
to all of international trade. Hopefully
trade bills that are protectionist will
not come along, either here or abroad,
that will bring about the necessity of
these things. And in the process I
think farmers will be well served.

I yield the floor.

MESSAGES FROM THE
PRESIDENT

Messages from the President of the
United States were communicated to
the Senate by Mr. Kalbaugh, one of
his secretaries.

EXECUTIVE MESSAGES
REFERRED

As in executive session, the Presid-
ing Officer laid before the Senate mes-
sages from the President of the United
States submitting sundry nominations,
which were referred to the appropri-
ate committees.

(The nominations received today are
printed at the end of the Senate pro-
ceedings.)

MESSAGES FROM THE HOUSE

ENROLLED BILL SIGNED

At 12:05 p.m., a message from the
House of Representatives, delivered by
Ms. Goetz, one of its reading clerks,
announced that the Speaker has
signed the following enrolled bill.

H.R. 2342. An act to authorize appropria-
tions for the Coast Guard for fiscal year
1988, and for other purposes.

The enrolled bill was subsequently
signed by the Acting President pro
tempore (Mr. GRAHAM).

At 1:59 p.m., a message from the
House of Representatives, delivered by
Ms. Goetz, one of its reading clerks,
announced that the House has passed
the following bill, without amend-
ment:

S. 2789. An act to require the Secretary of
the Treasury to mint and issue one-dollar
coins in commemoration of the 100th anni-
versary of the birth of Dwight David Eisen-
hower.

The message further announced
that the House has agreed to the fol-
lowing concurrent resolution, in which
it requests the concurrence of the
Senate:

H. Con. Res. 348. Concurrent resolution
expressing the sense of the Congress con-
cerning the 1988 Seoul Olympic games.
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MEASURES HELD AT THE DESK
The following bill was ordered held
at the desk by unanimous consent:

H.R. 3408. An act to increase the amounts
authorized for the Colorado River storage
project.

EXECUTIVE AND OTHER
COMMUNICATIONS

The following communications were
laid before the Senate, together with
accompanying papers, reports, and
documents, which were referred as in-
dicated:

EC-3874. A communication from the
Chairman of the National Advisory Council
on Women's Educational Programs, trans-
mitting, pursuant to law, the Council’s thir-
teenth and final report; to the Committee
on Labor and Human Resources.

EC-3875. A communication from the Pre-
siding Officer of the Advisory Council on
Education Statistics, Department of Educa-
tion, transmitting, pursuant to law, the thir-
teenth annual report of the Council; to the
Committee on Labor and Human Resources.

EC-3876. A communication from the Des-
ignated Federal Official, National Board,
Fund for the Improvement of Postsecond-
ary Education, Department of Education,
transmitting, pursuant to law, the annual
report of the Board for fiscal year 1987; to
the Committee on Labor and Human Re-
sources.

EC-3877. A communication from the
Chairman of the Department of Education,
transmitting, pursuant to law, the annual
report of the National Advisory Board for
International Education Programs for fiscal
year 1987; to the Committee on Labor and
Human Resources.

EC-3878. A communication from the
Chairman of the Intergovernmental Adviso-
ry Council on Education, transmitting, pur-
suant to law, the Council’s biennial report
for fiscal years 1986 and 1987, to the Com-
mittee on Labor and Human Resources.

EC-3879. A communication from the
Chairman of the National Council on Voca-
tional Education, transmitting, pursuant to
law, the 1987 report on Council member-
ship, activities and preliminary recommen-
dations; to the Committee on Labor and
Human Resources.

EC-3880. A communication from the Ex-
ecutive Director of the National Advisory
Council on Educational Research and Im-
provement, transmitting, pursuant to law,
the twelfth annual report of the Council; to
the Committee on Labor and Human Re-
sources.

EC-3881. A communication from the
Chairman of the National Advisory Com-
mittee on Accreditation and Institutional
Eligibility, transmitting, pursuant to law,
the annual report of the Committee for
fiscal year 1987; to the Commitee on Labor
and Human Resources.

EC-3882. A communication from the Sec-
retary of Education, transmitting, pursuant
to law, copies of the fiscal year 1987 reports
of the Department of Education’s advisory
committee; to the Committee on Labor and
Human Resources.

EC-3883. A communication from the
Chairman of the National Advisory Couneil
on Adult Education, transmitting, pursuant
to law, the fiscal year 1987 annual report of
the Council; to the Committee on Labor and
Human Resources.
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REPORTS OF COMMITTEES

The following reports of committees
were submitted:

By Mr. JOHNSTON, from the Committee
on Energy and Natural Resources, without
amendment:

S. 2800: An original bill to amend the Nu-
clear Waste Policy Act of 1982 with respect
to the Office of Nuclear Waste Negotiator
and the Monitored Retrievable Storage
Commission (Rept. No. 100-517).

By Mr. JOHNSTON, from the Committee
on Energy and Natural Resources, with an
amendment in the nature of a substitute:

S. 2748: A bill to extend the authorization
in Public Law 96-309 to design and con-
struct a gunite lining on certain reaches of
the Bessemer Ditch in the vicinity of
Pueblo, Colorado (Rept. No. 100-518).

INTRODUCTION OF BILLS AND
JOINT RESOLUTIONS

The following bills and joint resolu-
tions were introduced, read the first
and second time by unanimous con-
sent, and referred as indicated:

By Mr. HUMPHREY (for himself and
Mr. SIMON):

S. 2797. A bill to amend title II of the
Social Security Act to remove the dependen-
cy test applicable to certain children adopt-
ed by Social Security beneficiaries and to
make improvements in the administration
of the Social Security Program; to the Com-
mittee on Finance.

By Mr. BENTSEN:

S. 2798. A bill to designate the building
which will house the U.S. District Court for
the Eastern District of Texas in Lufkin, TX
as the “Ward R. Burke United States Court-
house"; to the Committee on Environment
and Public Works.

By Mr. GRAHAM:

S. 2799. A bill to designate the Federal
building to be constructed in Lakeland, FL,
as the “Lawton Chiles, Jr., Federal Build-
ing"; to the Committee on Environment and
Public Works.

By Mr. JOHNSTON from the Com-
mittee on Energy and Natural Re-
sources:

S. 2800. An original bill to amend the Nu-
clear Waste Policy Act of 1982 with respect
to the Office of Nuclear Waste Negotiator
and the Monitored Retrievable Storage
Commission; placed on the calendar.

By Mr. MELCHER:

S. 2801. A bill to amend the Older Ameri-
cans Act of 1965 to hold harmless area agen-
cies affected by the elimination of the pro-
hibition against tribal organizations receiv-
ing both title III and title VI services made
by Older Americans Act Amendments of
119‘8?; to the Select Committee on Indian Af-

airs.

By Mr. LAUTENBERG (for himself
and Mr. BRADLEY):

5. 2802. A bill to suspend for a 3-year
period the duty on (1) 3-quinolinecarboxylic
acid, 1l-ethyl-6-fluoro-1,4-dihydro-4-oxo-7-(1-
piperazinyl), also known as norfloxacin; to
the Committee on Finance.

By Mr. D'AMATO:

S. 2803. A bill for the relief of Joan Dar-
onco; to the Committee on the Judiciary.

By Mr. D'AMATO:

S. 2804. A bill to amend the Judicial Survi-
vors' Annuity Act to eliminate the require-
ment that a Federal justice or judge, who is
assassinated, must serve a specified period
of time before his or her survivors become
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eligible for benefits under the act; to the
Committee on the Judiciary.
By Mr. GRASSLEY (for himself, Mr.
McCainN, Mr. INOUYE, Mr. BURDICK,
Mr. DomEeNICI, and Mr. HOLLINGS):

S. 2805. A bill to amend title VII of the
Social Security Act to authorize appropria-
tions for the Office of Rural Health Policy
and to establish a National Advisory Com-
mittee on Rural Health, and for other pur-
poses,; to the Committee on Finance.

By Mr. HATFIELD:

S. 2806. A bill to require the transfer of
the decommissioned Coast Guard cutter
“Glacier” to the State of Oregon for use as
a maritime museum and display; to the
Committee on Commerce, Science, and
Transportation.

By Mr. GRAMM:

S. 2807. A bill to permit the Federal Com-
munications Commission to utilize value
based assignments in awarding licenses for
the use of the electromagnetic spectrum; to
the Committee on Commerce, Science, and
Transportation.

SUBMISSION OF CONCURRENT
AND SENATE RESOLUTIONS

The following concurrent resolutions
and Senate resolutions were read, and
referred (or acted upon), as indicated:

By Mr. WALLOP (for himself, Mr.
DoLg, Mr. Byrp, Mr. LUGAR, Mr,
Nunn, Mr. WARNER, Mr. BorReN, Mr.
WiLsoN, Mr. HELMs, Mr. Symms, Mr,
McCLURE, Mr. KAsTEN, Mr. McCAIN,
Mr. SimpsoN, Mr. KARNES, Mr. NICK-
LES, Mr. Bumpers, and Mr. DECoN-
CINI):

S. Res. 474, A resolution in support of the
President's policy regarding Soviet ABM
Treaty violations, considered and agreed to.

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. HUMPHREY (for him-
self and Mr. SiMoN):

S. 279%7. A bill to amend title IT of
the Social Security Act to remove the
dependency test applicable to certain
children adopted by Social Security
beneficiaries and to make improve-
ments in the administration of the
Social Security Program; to the Com-
mittee on Finance.

REMOVAL OF SOCIAL SECURITY DEPENDENCY RE-
QUIREMENTS TO CERTAIN ADOPTED CHILDREN
OF BENEFICIARIES

e Mr. HUMPHREY. Mr. President, on

behalf on the junior Senator from Illi-

nois and on my own behalf, I am intro-

ducing a bill to eliminate discrimina-
tion against adopted children under
the Social Security System.

Under current law, children adopted
after a worker has gqualified for Social
Security benefits may only receive
benefits if the child was living with
the worker in the United States and
receiving at least one-half of his or her
support from the worker for the full
year before the worker became eligible
for benefits.

The logic behind current law is
flawed. The notion that one would
adopt a child solely to receive addi-
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tional benefits is unfounded. With the
costs of adoption averaging between
$6,000 and $15,000, on top of the time
and expense of rearing a child, it is un-
likely that one would adopt a child
just to receive a few more dollars a
month.

A loving couple is going to adopt a
child regardless of whether or not
they are eligible for the Social Securi-
ty disability benefits. Their willingness
to give of themselves and to love their
child is the paramount reason they
adopt.

This legislation would amend section
202(d)(8)XD) of the Social Security Act
to eliminate the special dependency
test applicable to children adopted
after a worker’'s onset of disability or
entitiment to retirement benefits.

Mr. President, the bill will eliminate
discrimination against adopted chil-
dren, and remove a possible financial
disincentive for Social Security benefi-
ciaries to adopt children. It will also
simplify program administration by
eliminating a time-consuming, labor-
intensive element of child benefit ap-
plications.

Additionally, elimination of the de-
pendency test will not result in abuse
by beneficiaries outside the United
States because current law already
contains a requirement that a child’s
adoption be decreed by a court of com-
petent jurisdiction within the United
States.

This bill has the support of the ad-
ministration and the leading child wel-
fare and adoption organizations in the
country. I urge my colleagues to sup-
port this modest proposal.e
® Mr. SIMON. Mr. President, today 1
join Senator HUMPHREY in introducing
a bill which eliminates a unique form
of discrimination against adopted chil-
dren. Under current Social Security
law, an adopted child is not entitled to
benefits payable to a dependent of a
disabled worker if the child was not
adopted prior to 1 year before the dis-
ability occurred. Conversely, a natural
child is automatically entitled, regard-
less of timing of his or her birth. I do
not believe this is fair.

The current law exists because of a
flawed though well intended desire to
protect the system. There is the belief
that a couple would adopt a child,
after a disability occurs with one of
the partners, in order to receive the
benefit payments that accompany an
adopted child. While the possibility
exists, the probability is low. If a
couple wished to adopt a child to
obtain the benefits, they would be
quickly deterred by today's average
cost of adoption. Adoption experts es-
timate fees charged to adoptive par-
ents range from zero to $9,000 with re-
ports of some adoptions reaching
highs of $30,000. The average cost is
$6,000. These costs coupled with the
cost of raising a child today makes
profitability a highly suspect theory.
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The system must provide for the
prevention of abuse, but to presuppose
abuse while discriminating against a
certain type of adopted child is moral-
ly wrong. The bill being introduced
today would amend title II of the
Social Security to provide that the le-
gally adopted child shall be treated
the same as a natural child regardless
of the time the adoption occurred. I
believe this is only fair. I urge my col-
leagues to join in correcting this in-
equity.e

By Mr. GRAHAM:

S. 2799. A bill to designate the Fed-
eral Building to be constructed in
Lakeland, FL, as the “Lawton Chiles,
Jr., Federal Building;” to the Commit-
tee on Environment and Public Works.

LAWTON CHILES, JR., FEDERAL BUILDING

® Mr. GRAHAM. Mr. President, as we
prepare to bid farewell to one of our
most distinguished colleagues, Senator
Lawron CHILES, we take comfort in
knowing that the legacy of leadership
and responsible legislation Senator
CHILES leaves us will remind us of his
hard work again and again.

It is fitting, therefore, that we com-
memorate the permanence of his con-
tribution by naming the new Federal
Building in his birthplace and home-
town, Lakeland, FL, the “Lawton
Chiles, Jr., Federal Building”.

The Federal Building will house var-
ious Government services and make
them more accessible to the residents
of Polk County. It will promote Gov-
ernment efficiency and direct assist-
ance to those who use Federal services
and participate in Federal programs.
That efficiency and accessibility accu-
rately reflect the credo of Government
service my colleague and friend has
lived by in his 18 years in this U.S.
Senate and in his respected career as a
State legislator in Florida.

The naming of a building is a small
acknowledgement of the great debt
the people of Florida and the people
of this Nation owe to LawTonN CHILES.
But the Lawton Chiles, Jr., Federal
Building will serve as a daily reminder
of what public service can and should
be.

I know Senator CHILES seeks no rec-
ognition for his service—his joy has
been in the serving—but all of us are
grateful for the chance to salute him
and I urge my colleagues to dedicate
this new Federal Building to him. @

By Mr. MELCHER:

S. 2801. A bill to amend the Older
Americans Act of 1965 to hold harm-
less areas agencies affected by the
elimination of the prohibition against
tribal organizations receiving both
title III and title VI services made by
the Older Americans Act Amendments
of 1987; to the Select Committee on
Indian Affairs.
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OLDER AMERICANS ACT AMENDMENTS
® Mr. MELCHER. Mr. President,
prior to the Older Americans Act
(OAA) Amendments of 1987, there was
a stipulation in the act that individ-
uals to be served by tribal organiza-
tions under title VI would not receive
services under title III. This applied
even if title III funds were used to pro-
vide a different array of services. The
intent of that provision was to prevent
duplication of services but eventually
it had an adverse effect, leaving many
Indian elders unserved altogether.

Testimony at hearings held by the
Senate Special Committee on Aging in
1986 and by the Aging Subcommittee
of the Committee on Labor and
Human Resources in 1987, called for
greater coordination between titles III
and VI since the restriction excluded
many Indian elders from any services.

Mr. President, the 1987 OAA amend-
ments eliminated the prohibition on
individuals or tribal organizations re-
ceiving services or funds under title VI
from also benefiting from the title III
program. As amended, the law now
allows older Indians to receive assist-
ance under both the title VI and title
III programs. The congressional pur-
pose with this change, as it appears in
the committee reports, was to correct
the unintended effect of the prior law
which had resulted in making ineligi-
ble for title III services older Indians
who could be served by a title VI grant
but were not, or in making older Indi-
ans who receive only one type of serv-
ice under title VI ineligible for any
other services under title III.

I believe that this change in the law
reflects congressional concern that
older Indians receive and have access
to needed services under the Older
Americans Act to the same extent as
all other older Americans.

The change, however, was not in-
tended to harm existing grantees
under title III of the act. Mr. Presi-
dent, the unanticipated consequence
of the change in the act has resulted
in a decrease of title III funds to some
area agencies on aging. This means
that services previously provided by
projects through area agencies on
aging will be cut back or eliminated.
How do we explain to an elderly recipi-
ent of services under the act why he or
she cannot get a meal or why a nurse
is not visiting?

To clarify congressional intent, I am
introducing legislation today to cor-
rect this unintended result. In addi-
tion, I will make every effort to ensure
that there are sufficient funds appro-
priated under the act to properly im-
plement the change. We must guaran-
tee that no one suffers from the Older
Americans Act amendments that Con-
gress passed last year.e

By Mr. LAUTENBERG:
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S. 2802. A bill to suspend for a 3-year
period the duty on (1)3-Quinolinecar-
boxylic Acid, 1l-ethyl-6-Flouro-1, 4-di-
hydro-4-oxo-7-(1-Piperazinyl)-, also
known as Norfloxacin; to the Commit-
tee on Finance.

SUSPENSION OF DUTY

® Mr. LAUTENBERG. Mr. President,
today I am introducing legislation to
suspend for a 3-year period the duty
on norfloxacin. Norfloxacin is a pat-
ented product which is licensed to the
U.S. pharmaceutical manufacturer,
Merck & Co., Inc. It is the key ingredi-
ent in the manufacture of NOR-
OXIN®, an oral antibiotic used in the
treatment of urinary tract infections.
NOROXIN® is an important part of
the armament for the physician treat-
ing urinary tract infections because it
demonstrates activity against certain
organisms resistant to other classes of
antibacterial agents, such as aminogly-
cocides, penicillins, cephalosporins and
tetracyclines.

Duty suspension is warranted be-
cause norfloxacin, as a patented prod-
uct, is unique and it is not manufac-
tured in the United States. It must be
imported from Japan. There are no
direct substitutes currently in the U.S.
market. Suspension of the duty of nor-
floxacin will enable the importer,
Merck & Co. Inc., to be more competi-
tive in foreign and domestic markets.
Merck exports have grown to approxi-
mately $500 million annually while im-
porting one-seventh of that value to
the United States

Mr. President, I ask unanimous con-
sent that the text of the bill be print-
ed in the RECORD.

There being no objection, the bill
was ordered to be printed in the
RECORD, as follows:

S. 2802

Be it enacted by the Senate and House of
Representalives of the United Stales of
America in Congress assembled, That sub-
part B of part 1 of the Appendix to the
Tariff Schedules of the United States (19
U.S.C. 1202) is amended by inserting in
numerical sequence the following new
item:

(1y inecarboxylic Mo change................. On or before the close
acid, 1-ethyl-6-fluor-1, of the 3-year period
pdro-4-ong-7-( 1 heﬂnnl on the
piperazinyl} -, also known date of
25 Norfloxacin {g enactment of this
for in item 411.9600, item
pari 20, 1C schedule 4).

Sec. 2. The amendment made by the first
section of this Act shall apply with respect
to article entered, or withdrawn from ware-
house for consumption, on or after the date
of the enactment of the Act.

By Mr. D’AMATO:

S. 2803. A bill for the relief of Joan
Daronco; to the Committee on the Ju-
diciary.

S. 2804. A bill to amend the Judicial
Survivors’ Annuity Act to eliminate
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the requirement that a Federal justice
or judge, who is assassinated, must
serve a specific period of time before
his or her survivors become eligible for
benefits under the act; to the Commit-
tee on the Judiciary.

RELIEF OF JOAN DARONCO AND AMENDMENTS TO

JUDICIAL SURVIVORS ANNUITY ACT

® Mr. D’AMATO. Mr. President, I rise
today to introduce two bills: a bill for
the relief of Mrs. Joan Daronco, widow
of recently slain Federal district court
judge, Richard J. Daronco, and a relat-
ed bill to correct the flaw in the Judi-
cial Survivors’ Annuity Act which ne-
cessitates that relief. By a twist of
fate, Mrs. Daronco faces denial of ben-
efits payable under the Judicial Survi-
vors' Annuity Fund for the sudden,
tragic death of her husband. The pri-
vate bill will allow her to receive bene-
fits even though the requisite 18-
month vesting period had not run.

As my colleagues may recall, on May
21, 1988, Judge Richard Daronco was
accosted by a gun brandishing assail-
ant while mowing his lawn. He was
pursued and gunned down in cold
blood. Thereafter, the assailant turned
the 38-caliber Smith & Wesson revolv-
er on himself.

The gunman, Charles Koster, was a
retired police officer whose senseless
acts were motivated by revenge for an
adverse ruling disposing of his daugh-
ter's sexual discrimination suit against
a bank. It is ironic that a man sworn
to uphold the law ended his life
through a violent violation of that
law.

Judge Daronco was a friend. I was
privileged to recommend him to Presi-
dent Reagan for appointment to the
bench. He was a wise and accom-
plished jurist who was a fine addition
to the District Court for the Southern
District of New York. Unfortunately,
after less than 1 year of service, to the
shock of us all, he was cut down.

The judge left his wife, Joan, and
five children. These survivors, howev-
er, could be denied death benefits
unless the private measure is adopted
because Judge Daronco was snatched
from the bench by his killer’s bullet
before his benefits vested. It is appro-
priate that Congress direct that bene-
fits be justly paid.

To obviate the need for private relief
in the future, I am also introducing a
bill to amend current law to eliminate
the 18-month vesting period where, as
in this case, the judge was the victim
of assassination.

It would be perversely unjust to
allow murder to thwart the purpose of
the Judicial Officer’s Annuity Fund. It
is equally unjust not to correct the law
now to avoid a recurrence of this cir-
cumstance in the future.

I urge my colleagues to support
these measures.@

By Mr. GRASSLEY (for himself,
Mr. McCaiN, Mr. INoUYE, Mr.
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Burpick, Mr. DOMENICI,
Mr. HOLLINGS):

S. 2805. A bill to amend title VII of
the Social Security Act to authorize
appropriations for the Office of Rural
Health Policy and to establish a Na-
tinal Advisory Committee on Rural
Health, and for other purposes; to the
Committee on Finance.

RURAL HEALTH

» Mr. GRASSLEY. Mr. President,
today I am introducing a bill, on
behalf of myself and Senators
McCain, INOUYE, BURDICK, DOMINICI,
DureNBERGER and Horrings, which, if
it becomes law, will enhance the im-
portance and viability of the recently
created Office of Rural Health, and
the recently commenced Rural Health
Research Centers Program. The bill
would not break new ground, in that
the activities it authorizes are already
underway. But the bill would provide
greater certainty or viability for these
activities, and it would indicate that
the Congress is truly serious about ad-
dressing the problems involved in pro-
viding health care in rural communi-
ties.

This bill would do three things:
First, it would authorize $3 million for
the operating expenses of the Office
of Rural Health (the office was au-
thorized but funds for it were not).
Second, it would authorize $3.0 million
for the Rural Health Research Cen-
ters Program ($1.5 million has been
appropriated, but not authorized, for
this program). Third, this bill would
establish by statute the national advi-
sory committee on rural health and re-
quire it to report periodically to the
Congress (the committee was adminis-
tratively established by the Secretary
of Health and Human Services).

In the Omnibus Budget Reconcilia-
tion Act of 1987 (P.L. 100-203), Con-
gress authorized creation of an Office
of Rural Health, but did not authorize
funds for it, and no funds were appro-
priated specifically for its operating
costs. Congress apparently assumed
that the parent Department of Health
and Human Services would divert suf-
ficient funds for the office from
within the resources Congress made
available to the Department. As a
practical matter, this has meant that
staff, and such funds as have been
necessary to run the office, have come
from the Health Resources and Serv-
ices Administration.

Unfortunately, HRSA is on a very
tight budget, and has had difficulty in
providing adeguate funds to the office.
In fact, HRSA has taken some funds,
for support of the administrative over-
head the agency incurs in providing an
administrative home for the office,
from the very minimally funded rural
health research centers program
which the office of rural health is re-
sponsible for managing.

and
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In addition to managing the Rural
Health Research Centers Program,
the office must also provide staffing
for the national advisory comimttee.
As I noted earlier, this committee was
created administratively by the Secre-
tary of Health and Human Services.
This is. a body to whick the Congress
is looking for guidance and advice on
the very difficult health care problems
facing our rural communities.

In short, Congress has created an
Office of Rural Health to spearhead
Federal efforts to come to grips with
the serious problems faced by our
rural communities as they try to pro-
vide adequate health care for their
citizens, but it hasn't authorized funds
for this office, nor has it shown
enough interest in the national adviso-
ry committee to require that its re-
ports be sent routinely to the Con-
gress. If Congress is serious about
dealing with these problems, and is se-
rious in creating an Office of Rural
Health, it should be willing to author-
ize adequate funds for the operating
costs of the Office of Rural Health,
and not leave the office to eke out
minimal support from its parent
agency.

Therefore, the bill I am introducing
today would authorize $3 million for
the operating costs of the office. If en-
acted, this authority should make it
easier for the Appropriations Commit-
tees to provide funds directly to the
office. This, in turn, should enhance
the clout of the office within HRSA,
and vis-a-vis the Health Care Financ-
ing Administration, making it easier
for it to achieve the mission Congress
wishes it to achieve.

With respect to the Rural Health
Research Centers Program, the Ap-
propriations Committees provided $1.5
million for it for fiscal year 1988, and
have included a like amount in he ap-
propriation bills for the coming fiscal
year. It seems to me that, if Congress
is serious about creating a Rural
Health Research Centers Program, it
should do more than fund it on an
annual ad hoc basis through the ap-
propriations process. The program ad-
ministrators and the center directors
need to have some guarantee that sup-
port will be available for the period of
time needed to mount a research
effort and carry it to fruition. Insofar
as HRSA leadership will be called on
to provide administrative and logisti-
cal support for the Office of Rural
Health, they, too, need to know that
the Congress places a high priority on
the work of this office.

Furthermore, it is obvious that $1.5
million is not a large amount of money
with which to run a research program
from which the Congress wishes to
generate knowledge which will help it
make health policy. As I noted earlier,
HRSA has taken some funds, around
$250,000 in fiscal year 1988, to meet
overhead costs, from the Research
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Centers Program to meet overhead
costs, reducing the amount available
to invest in the research centers to
$1.3 million. I understand that HRSA
plans to take $300,000 in fiscal year
1989 for overhead. With the fiscal year
1988 money, the office will support 5
research centers. On average, the cen-
ters will receive about $220,000 each.
Welcome as this new program is, and
as helpful as the research it sponsors
will be, even modestly greater funds
would help this program have the
impact Congress wishes it to have.

For these reasons, the bill I am in-
troducing authorizes $3 million for
each of the next 3 years for the Re-
search Centers Program.

Finally, the bill would authorize the
National Advisory Committee on
Rural Health for 3 years, specify its
general composition, stipulate that its
functions include advising the Con-
gress concerning the provision and fi-
nancing of health care services in
rural areas, specify that it hold at
least 3 meetings per year, require that
it produce an annual report, and re-
quire that it provides its reports to
Congress. These criteria parallel very
closely the criteria established by the
charter provided for the committee by
the Department. Such sums as are
necessary are authorized for the oper-
ating expenses of the committee.

Providing legislative authority for
the national advisory committee will
enhance its importance within the de-
partment, make it less vulnerable to
shifting administrative priorities or to
the comng change-over in national ad-
ministrations. The problems our rural
communities face in providing health
care to their citizens are surely going
to be with us for some time, and we
need to make sure that this advisory
committee is able to help the Congress
deal with these problems over the long
haul.e
® Mr. DOMENICI. Mr. President, I
am pleased to cosponsor S. 2805. This
bill should lead to improved research
into rural health care and the prob-
lems confronting rural health care. It
should foster more effective policies
and programs.

I remain concerned about rural
America. One key concern is the sta-
bility and viability of rural health
care. I have worked diligently, with
my colleagues in the Senate, to im-
prove Federal health programs and
meet the health care needs or rural
Americans.

A recent effort I supported was the
Omnibus Reconciliation Act of 1987
provision establishing the Office of
Rural Health Policy in the Depart-
ment of Health and Human Services.
Many of us in Congress felt it was cru-
cial to have a focal point for rural
health issues and activities—an officer
dedicated to examining and addressing
the broad issues and problems facing
rural health care systems.
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Over the past year, I have been en-
couraged by this office’s start. The
office has developed a cooperative re-
lationship with the Health Care Fi-
nancing Administration for coordinat-
ing rural health care policy issues. In
addition, the office is administrating a
Rural Research Center Grant Pro-
gram and is assisting with the Secre-
tary's recently appointed Rural
Health Advisory Committee.

I believe such efforts are necessary
to tackle rural health care issues. I
want the efforts to continue. I support
highlighting the efforts. S. 2805 builds
upon past congressional actions and
serves to reaffirm our commitment ot
understanding and improving the sta-
bility of rural health care—a vital con-
cern for rural Americans.

Once again, as a member of the
Senate Rural Health Caucus, I am
pleased to join my colleagues in sup-
porting Senator GRASSLEY'S bill.e
® Mr. McCAIN. Mr. President, today I
and my distinguished colleagues—Sen-
ators BuUrpIicK, INOUYE, and DOMEN-
IcI—join Senator GRASSLEY in intro-
ducing a small but important piece of
rural health legislation.

If adopted, the legislation will do
three things. First, it would provide
authorization for funding the activi-
ties of the Office of Rural Health
within the Department of Health and
Human Services. Second, it would re-
quire the Director of the Office of
Rural Health to establish and support
rural health research centers across
the country. And, third, it would man-
date the creation of a National Adviso-
ry Committee on Rural Health.

As we in this body are aware, health
care delivery in the rural areas of our
individual States is in the midst of a
crisis.

While the health care delivery
system in all of America is facing
change, some areas of our country are
faced with enormous pressures. There
is perhaps no region of our country—
or area of our States—whose health
care delivery system is being threat-
ened as much as the rural delivery
system. Rural communities are experi-
encing a severe shortage of -care-
givers—many even going without es-
sential services, such as the delivery of
babies. And, many rural hospitals are
being faced with the very real possibil-
ity of having to close their doors to a
lack of reimbursement and an environ-
ment riddled with many changes, in-
cluding the move from an emphasis on
inpatient care to an emphasis on out-
patient care.

While, indeed, part of the current
scenario is unavoidable—that's not the
case for the bulk of the current sce-
nario.

Congress has been paying a great
deal of attention to the problems
facing rural health care over the past
couple of years. Both Houses of Con-
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gress have established very active
Rural Health Caucuses. The Budget
Reconciliation Act of 1987 contained
an unprecedented number of provi-
sions related to rural health—a fact
which I attribute largely to the in-
creased congressional attention on the
problems facing the rural health care
delivery system.

Among the rural health items in the
reconciliation bill was a provision call-
ing on the Secretary of Health and
Human Services to create an Office of
Rural Health. In response, the Office
was opened earlier this year.

In providing authority for the cre-
ation of the Office of Rural Health,
however, Congress failed to fund the
activities of the Office. As a result,
HHS has had to take money from
other areas in its budget to meet the
Office’'s operating expenses. In order
to meet the expenses—the bulk of the
funding coming from the limited pool
of funds Congress appropriated for
the Rural Research Centers Grant
Program. This legislation, which my
colleagues and I are offering today,
would resolve the funding problem for
the Office by authorizing the alloca-
tion of $3 million toward its operation-
al costs.

As we in Congress have grappled
with the serious problems facing our
Nation's rural health care delivery
system, we have been frustrated with
the lack of up-to-date centrally located
information concerning the problems
specifically facing our Nation's rural
health care delivery system. Thought-
ful policymaking and wise decision-
making by those in the health care in-
dustry requires accurate, up-to-date in-
formation. It is out of a desire to make
such information available that the
idea of establishing a rural research
grant program emerged.

In last year's appropriations bill a
provision was included to provide $1.5
million for the funding of a Rural Re-
search Centers Grant Program. While
the importance of this initiative
should not be minimized, we believe
this program is important to approach
in such an ad-hoc manner. The legisla-
tion we are introducing today will au-
thorize $3 million for the funding of
the Rural Research Center’s Program.
It will provide some sense of stability
for the program, as well as to assure
that money set aside for the program
is not used for other purposes—such as
the operating budget for the Rural
Research itself.

The last component of the legisla-
tion regards the creation of a National
Advisory Committee on Rural Health.
Under administrative authority, the
Secretary of HHS recently created a
National Commission on Rural Health
within HHS. In the effort to get a
handle on how we might work to re-
solve those problems facing the rural
health care delivery system which are
truly resolvable, we must rely on the
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experts. Having a National Advisory
Committee on Rural Health, com-
posed of rural health experts from
across the country to advise us on mat-
ters pertaining to rural health, will go
a long way in assisting us in our ef-
forts to develop sound policy ap-
proaches to resolving the problems
facing the rural health care delivery
system.

Mr. President, I applaud my distin-
guished colleague from Iowa, Senator
GRrassLEY, for taking the initiative in
developing this proposal. I am pleased
to join with him as an original cospon-
sor. I hope that we will be able to
move this small, but significant piece
of rural health legislation before the
end of the session. As such, I urge the
rest of my colleagues to take a close
look at this bill.e

By Mr. HATFIELD:

S. 2806. A bill to require the transfer
of the decommissioned Coast Guard
cutter Glacier to the State of Oregon
for use as a maritime museum and dis-
play; to the Committee on Commerce,
Science, and Transportation.

TRANSFER OF DECOMMISSIONED COAST GUARD

CUTTER
e Mr. HATFIELD. Mr. President,
today I am introducing legislation to
provide for the transfer of ownership
of the decommissioned cutter, Glacier,
from the Coast Guard to the State of
Oregon.

The Glacier has been decommis-
sioned by the Coast Guard and re-
mains in storage pending disposal. If
the transfer is made, the State will
move the 310-foot ice breaker to the
city of Reedsport, located along the
coast of Oregon. The city intends to
moor the 1953 cutter at its port and
convert the ship into a floating mari-
time museum as part of the city's
long-term economic development
strategy.

This legislation has been endorsed
by the Coast Guard. Yesterday, the
companion bill in the House of Repre-
sentatives, introduced by Congressman
PeTER DEFAZIO, was favorably referred
out of the House Committee on Mer-
chant Marine and Fisheries. The city
of Reedsport has assured me that
funds are in place to begin the conver-
sion and maintain the ship thereafter.
This bill does not require an appro-
priation, but is necessary to address a
technical detail and make the transfer
legal.

Mr. President, I ask unanimous con-
sent that a copy of the bill appear im-
mediately following my statement.

There being no objection, the bill
was ordered to be printed in the
RECORD, as follows:

S. 2806

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That, not
later than 1 year after the date of the enact-
ment of this Act, the Secretary of Transpor-
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tation shall transfer to the State of Oregon
the decommissioned Coast Guard cutter
“Glacier”, in such condition and along with
such equipment as the Secretary considers
to be appropriate, for use as a maritime
museum and display consistent with the
long military service and history of such
cutter.e

ADDITIONAL COSPONSORS

S. 1538

At the request of Mr. KasTEN, the
names of the Senator from California
[Mr. CransToN] and the Senator from
North Carolina [Mr. SANFORD] were
added as cosponsors of S. 1538, a bill
to protect the world’'s remaining tropi-
cal forests.

5. 1738
At the request of Mr. WiLson, the
names of the Senator from Oregon
[Mr. HatFieLp] the Senator from Con-
necticut [Mr. Dopp]l and the Senator
from Virginia [Mr. WARNER] were
added as cosponsors of S. 1738, a bill
to make long-term care insurance
available to civilian Federal employ-
ees, and for other purposes.
5, 2199
At the request of Mr. CHAFEE, the
name of the Senator from Alabama
[Mr. HEFLIN] was added as a cosponsor
of S. 2199, a bill to amend the Land
and Water Conservation Act and the
National Historic Preservation Act, to
establish the American Heritage
Trust, for purposes of enhancing the
protection of the Nation’s natural, his-
torical, cultural, and recreational her-
itage, and for other purposes.
8. 2572
At the request of Mr, BENTSEN, the
name of the Senator from Missouri
[Mr. DanrFoRTH] was added as a co-
sponsor of S. 2572, a bill to amend title
XVIII of the Soviet Security Act to
recognize as an allowable cost under
the Medicare Program the reasonable
costs incurred by a provider in con-
ducting, by contract with an educa-
tional institution, certain approved
educational activities under a
Post Graduate Nursing Program, and
for other purposes.
5. 2598
At the request of Mr. KasTEN, the
names of the Senator from Indiana
[Mr. QuavLE] and the Senator from
Hawaii [Mr. INouYE] were added as co-
sponsors of S. 2598, a bill to ensure
that waste exported from the United
States to foreign countries is managed
in a manner so as to protect human
health and the environment.

5. 2647

At the request of Mr. PeLL, the name
of the Senator from Minnesota [Mr.
Boscawirz] was added as a cosponsor
of S. 2647, a bill to amend the Higher
Education Act of 1965 to reduce the
default rate on student loans under
that act, and for other purposes.
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E. 2724
At the request of Mr. RIeGLE, the
name of the Senator from Vermont
[Mr. StaFForD] was added as a cospon-
sor of S. 2724, a bill to amend the
Export Administration Act of 1979.
8. 2759
At the request of Mr. Symwms, the
name of the Senator from Mississippi
[Mr. CocHrAN] was added as a cospon-
sor of 8. 2759, a bill to amend title
XVIII of the Social Security Act to
eliminate the reimbursement differen-
tial between hospitals in different
areas.
SENATE JOINT RESOLUTION 343
At the request of Mr. Apams, the
name of the Senator from Alaska [Mr.
STeEVENS] was added as a cosponsor of
Senate Joint Resolution 343, a joint
resolution to designate the period
commencing November 13, 1988, and
ending on November 19, 1988, as “Fili-
pino American National History
Week."”
SENATE JOINT RESOLUTION 348
At the request of Mr. REm, the
names of the Senator from Rhode
Island [Mr. Pelll, the Senator from
Wyoming [Mr. SimpsoN], and the Sen-
ator from Massachusetts [Mr. KErrY]
were added as cosponsors of Senate
Joint Resolution 348, a joint resolu-
tion to designate the week of February
5, 1989, through February 11, 1989, as
“National Burn Awareness Week."
SENATE JOINT RESOLUTION 369
At the request of Mr. KerrYy, the
names of the Senator from Ohio [Mr.
GLENN], the Senator from Vermont
[Mr. LEary], the Senator from Illinois
[Mr. Simon], and the Senator from
Wisconsin [Mr. KAsTEN] were added as
cosponsors of Senate Joint Resolution
369, a joint resolution to designate the
period of September 17 through Octo-
ber 10, 1988, as “Coastweeks '88.”
SENATE JOINT RESOLUTION 373
At the request of Mr. Byrp, the
names of the Senator from Hawaii
[Mr. InouvE]l and the Senator from
Mississippi [Mr. CocHRAN] were added
as cosponsors of Senate Joint Resolu-
tion 373, a joint resolution to desig-
nate the week beginning November 13,
1988, as “National Craniofacial De-
formity Awareness Week."”
SENATE CONCURRENT RESOLUTION 142
At the request of Mr. BOSCHWITZ,
the name of the Senator from Con-
necticut [Mr. WEICKER] was added as a
cosponsor of Senate Concurrent Reso-
lution 142, a concurrent resolution
congratulating Israel and Egypt on
the 10th anniversary of the Camp
David accords.

SENATE RESOLUTION 474—RELA-
TIVE TO SOVIET ABM TREATY
VIOLATIONS

Mr. WALLOP (for himself, Mr.
DoLg, Mr. BYrp, Mr. Lucar, Mr. NUNN,
Mr. WARNER, Mr. BoreN, Mr. WILsON,
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Mr. HELms, Mr. Symus, Mr. McCLURE,
Mr. KasTeEN, Mr. McCaiN, Mr. Sivp-
soN, Mr. Karnes, Mr. NICKLES, MTr.
BumpERs, and Mr. DECoNcINI) submit-
ted the following resolution; which
was considered and agreed to:

S. Res. 474

Whereas the Representatives of the
United States and the Union of Soviet So-
cialist Republics met in Geneva, Switzer-
land from August 24 to August 31 to con-
duct the third five-year review of the ABM
Treaty as required by the provisions of that
agreement.

Whereas the United States raised again its
concerns about Soviet activities in actual or
possible violation of the terms of the ABM
Treaty, including but not limited to, the
radar violations located at Krasnoyarsk and
Gomel;

Whereas violations of arms control agree-
ments damage the relations between the
parties and undermine the integrity of the
arms control process;

Whereas the Senate unanimously support-
ed by a vote of 89-0 in Sec. 902 of the FY
1988/89 Department of Defense Authoriza-
tion bill the President’s position that the
Krasnoyarsk radar is an “unequivocal viola-
tion” of the ABM Treaty and declared in S.
Res. 94 by a vote of 93-2 that it represents
an “important obstacle” to any future arms
control agreements;

Whereas the Soviet Union gave no assur-
ance at the Review Conference that it was
prepared fully and without condition to cor-
rect its violations of the ABM Treaty, in-
cluding the Krasnoyarsk radar;

Whereas the United States has made
clear, in its unilateral statement of August
31, 1988 at the end of the ABM Treaty
Review Conference, that “until the Kras-
noyarsk radar is dismantled, it will continue
to raise the issue of material breach and
proportionate responses;”

Whereas, in that statement, the United
States also made clear that “the continuing
existence of the Krasnoyarsk radar makes it
impossible to conclude any future arms
agreements in the START or Defense and
Space areas.” Be it therefore

Resolved, That it is the sense of the
Senate that the Senate:

(1) Strongly supports the continuation of
settled national policy, reiterated in the
Augist 31 unilateral statement, that un-
equivocal Soviet violations of the ABM
Treaty, as exemplified by the radar at Kras-
noyarsk, must be corrected before the con-
clusion of any future agreements on strate-
gic arms.

(2) Urges the President to work with the
Congress to develop appropriate, propor-
tionate response options to the Krasnoyarsk
radar and any other unequivocal ABM
Treaty violations that would, if not correct-
ed, deny us the essential benefits of the
treaty and be detrimental to the U.S. securi-
ty.

(3) Expresses its willingness to consider as
soon as possible any such responses that
might require legislative action.
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AMENDMENTS SUBMITTED

MINIMUM WAGE RESTORATION
ACT

KENNEDY AMENDMENT NO. 3043

(Ordered to lie on the table.)

Mr. EKENNEDY submitted an
amendment intended to proposed by
him to the bill (S. 837) to amend the
Fair Labor Standards Act of 1938 to
restore the minimum wage to a fair
and equitable rate, and for other pur-
poses; as follows:

At the end of the bill add the following
new section:

Sec.0. Removal of exemption from maxi-
mum hour requirements for employee of in-
dependent wholesale or bulk distributors of
petroleum products.

Section T(b) of the Fair Labor Standards
Act of 1938 (29 U.S.C. 207(b)) is amended by
striking out paragraph (3).

TECHNICAL CORRECTIONS TO
THE TAX ACT

BAUCUS (AND PACKWOOD)
AMENDMENT NO. 3044

(Ordered to lie on the table.)

Mr. BAUCUS (for himself and Mr.
Packwoop) submitted an amendment
intended to be proposed by them to
the bill (S. 2238) to make technical
corrections relating to the Tax
Reform Act of 1986, and for other pur-
poses; as follows:

On page 758, strike lines 9 through 15.

On page 758, line 16, strike “(B)" the first
place it appears and insert “(A)".

On page 758, line 19, strike “(C)" the first
place it appears and insert ‘“(B)".

On page 758, line 24, strike “(D)" the first
place it appears and insert “(C)".

On page 759, line 1, strike “(E)" and insert
“(D)".

On page 780, line 16, strike “Paragraph (2)
of section” and insert “Section”.

On page T80, line 18, strike “sentence” and
insert “‘paragraph"”.

On page 780, line 19, insert “(3)" before
*In",

On page 780, lines 19 and 20, strike “the
corporation referred to in the preceding sen-
tence” and insert “‘a qualified corporation”.

On page 857, strike lines 17 through 19,
and insert:

(13) Subparagraph (D) of section 621(£)(2)
of the Reform Act is amended—

(A) by striking out “or reorganization”,
and

(B) by adding at the end thereof the fol-
lowing new sentence: “For purposes of the
preceding sentence, in applying section 382
(as so in effect), warrants shall not be treat-
ed as stock.".

On page 865, line 7, insert “(A)" after
“(B)".

;’.)n page 865, line 9, strike "(A)” and insert
iad § b i

On page 865, line 13, strike “(B)" and
insert “(ii)”.

On page 865, between lines 16 and 17,
insert:
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(B) The amendment made by subpara-
graph (AXii) shall not apply to any reorga-
nization if before June 10, 1987—

(i) the board of directors of a party to the
reorganization adopted a resolution to solic-
it shareholder approval for the transaction,

or

(ii) the shareholders or the board of direc-
tors of a party to the reorganization ap-
proved the transaction.

On page 868, line 25, strike “June 11,
1987" and insert “June 22, 1988, except that
such amendment shall not apply to any ex-
change pursuant to any reorganization for
which a plan of reorganization was adopted
before June 22, 1988",

On page 909, line 13, strike the end quota-
tion marks.

On page 909, between lines 13 and 14,
insert:

“(iii) REecuraTiONS.—Under regulations,
payments to the real estate investment trust
under an agreement described in clause (ii)
which relates to indebtedness incurred to
acquire or carry real estate assets may be
treated as income which qualifies under
paragraph (2) and as security for purposes
of paragraph (4)(A).".

On page 945, lines 14 and 15, strike “(in a
taxable year beginning after December 31,
1986)".

On page 945, line 24, strike “October 186,
1987 and insert “December 31, 1987".

On page 974, strike lines 4 through 7, and
insert:

(B) The amendment made by subpara-
graph (A) shall take effect as if included in
the amendments made by section 806 of the
Reform Act, except that section 806(e)(1)
shall be applied by substituting “December
31, 1987" for "December 31, 1986". For pur-
poses of section 806(e)(2) of the Reform
Act—

On page 986, strike lines 14 through 19,
and insert:

“¢C) ELECTION MADE BY EACH MEMBER.—In
the case of a parent-subsidiary controlled
group, any election under this section shall
be made separately by each member of such

On page 1013, between lines 7 and 8,
insert:

(9) Section 831(b) of the 1986 Code is
amended by adding at the end thereof the
following new paragraph:

“(3) LIMITATION ON USE OF NET OPERATING
LossEs.—For purposes of this part, except as
provided in section 844, a net operating loss
u;s defined in section 172) shall not be car-
ried—

“(A) to or from any taxable year for
which the insurance company is not subject
to the tax imposed by subsection (a), or

“(B) to any taxable year if, between the
taxable year from which such loss is being
carried and such taxable year, there is an
intervening taxable year for which the in-
surance company was not subject to the tax
imposed by subsection (a).”

On page 1070, between lines 16 and 17,
insert:

(16) Sections 406(c) and 407(c) of the 1986
Code are each amended—

{A) by striking out “subsections (a)(2) and
(e) of section 402, and section 403(a)2)" and
inserting in lieu thereof *“section 402(e)”,
and

(B) by striking out “or CaprraL GAIN Pro-
vISIONS AND" in the headings thereof.

On page 1097, line 11, strike ‘“Section
6652(12XB)" and insert “Section
6652(kX2XNB)".

On page 1107, beginning with line 12,
strike all through page 1108, line 9, and
insert:
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(34) Section 89(1X2) of the 1986 Code is
amended by striking out ''6652(1)" and in-
serting in lieu thereof “6652(k)".

On page 1138, line 13, strike “the’ and
insert “the receipt of any distribution in lig-
uidation in".

On page 1138, line 21, strike *“liquidation
occurs” and insert “distribution is received".

On page 1201, after line 24, insert:

(37)A) Paragraph (2) of section 1295(b) of
the 1986 Code is amended by adding at the
end thereof the following new sentence: “To
the extent provided in regulations, such an
election may be made later than as required
by the preceding sentence in cases where
the company failed to make a timely elec-
tion because it reasonably believed it was
not a passive foreign investment company."”

(B) The period during which an election
under section 1295(b) of the 1986 Code may
be made shall in no event expire before the
date 60 days after the date of enactment of
this Act.

On page 1209, between lines 6 and 7,
insert:

(15) Section 861(a)(2XC) of the 1986 Code
is amended by striking out “section 243(d)”
and inserting in lieu thereof ‘“section
243(e)”.

On page 1279, strike lines 3 through 8.

On page 1279, line 9, strike “(D)” and
insert “(C)".

On page 1324, between lines T and 8,
insert:

(21) Section 2652 of the 1986 Code is
amended by adding at the end thereof the
following new subsection:

“(d) Executor.—For purposes of this
chapter, the term ‘executor’ has the mean-
ing given such term by section 2203."”

On page 1339, between lines 10 and 11,
insert the following new subsections:

(s) NoTice oF LIEN oN PERSONAL PROPER-
Y. —

(1) Subsection (f) of section 6323 of the
1986 Code is amended—

(A) by inserting *, except that State law
merely conforming to or reenacting Federal
law establishing a national filing system
does not constitute a second office for filing
as designated by the laws of such State”
after “situated” in paragraph (1)(AXii), and

(B) by adding at the end thereof the fol-
lowing new paragraph:

“(5) NATIONAL FILING s¥YSTEMS.—The filing
of a notice of lien shall be governed solely
by this title and shall not be subject to any
other Federal law establishing a place or
places for the filing of liens or encum-
brances under a national filing system."”

(2) The amendments made by this subsec-
tion shall take effect on the date of the en-
actment of this Act.

(t) EFFEcT OF HONORING LEVY.—

(1) Subsection (d) of section 6332 of the
1986 Code is amended by inserting “and any
other person” after “delinquent taxpayer".

(2) The amendment made by this subsec-
tion shall apply to levies issued after the
date of the enactment of this Act.

(u) CoLLECTION AFTER COMMENCEMENT OF
JUDICIAL PROCEEDINGS.—

(1) The last sentence of section 6502(a) of
the 1986 Code is amended to read as follows:
“If a timely proceeding in court for the col-
lection of a tax is commenced, the period
during which such tax may be collected by
levy shall be extended and shall not expire
until the liability for the tax (or a judgment
against the taxpayer arising from such li-
ability) is satisfied or becomes enforceable.”

(2) The amendment made by this subsec-
tion shall apply to levies issued after the
date of the enactment of this Act.
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On page 1352, between lines 11 and 12,
insert:

(3) Section 1278(b) of the 1986 Code is
amended by adding at the end thereof the
following new paragraph:

“(4) Basis aApJUSTMENT.—The basis of any
bond in the hands of the taxpayer shall be
increased by the amount included in gross
income pursuant to this subsection."”

On page 1375, strike lines 1 through 11,

On page 1393, strike lines 11 through 13.

On page 1393, line 14, strike “(53)" and
insert “(52)",

On page 1396, strike lines 16 through 23.

On page 1426, line 23, strike “distributees”
and insert “corporations”.

On page 1427, line 1, insert ““which includ-
ed the distributees” after “group”.

On page 1427, lines 9 and 10, strike the
commas.

On page 1431, strike lines 11 through 16,
and insert:

“(3) SHORTER PERIOD WHERE CORPORATIONS
NOT IN EXISTENCE FOR 5 YEARS.—If either of
the corporations referred to in paragraph
(1) was not in existence throughout the 5-
year period referred to in paragraph (1), the
period during which such corporation was in
existence (or if both, the shorter of such pe-
riods) shall be substituted for such 5-year
period.”

On page 1436, between lines 18 and 19,
insert the following new subsection:

(s) AMENDMENTS RELATED TO SECTION 10502
OF THE ACT.—

(1) Section 4093 of the 1986 Code is
amended by redesignating subsections (d)
and (e) as subsections (e) and (f), respective-
ly, and by inserting after subsection (¢) the
following new subsection:

“¢d) CERTAIN AvVIATION FUEL SALES.—
Under regulations prescribed by the Secre-
tary, the Leaking Underground Storage
Tank Trust Fund financing rate under sec-
tion 4091 shall not apply to aviation fuel
sold for use or used as supplies for vessels or
aireraft (within the meaning of section
4221(d)3))."

(2) Subparagraph (B) of section 6427(1)(3)
of the 1986 Code (relating to no refund of
Leaking Underground Storage Tank Trust
Fund financing tax) is amended by inserting
“({except as supplies for vessels or aircraft
within the meaning of section 4221(dX3)”
after “aircraft”.

On page 1441, strike lines 1 through 3 and
insert:

“(I) the amount determined under section
412(e)T)CAXI) with respect to the plan, over

On page 1441, beginning with line 20,
strike out through page 1442, line 12, and
insert:

‘(D) CERTAIN SPUN-OFF PLANS NOT TAKEN
INTO ACCOUNT.—

“(i) IN GENERAL.—A plan involved in a spin-
off which is described in clause (ii), dii), or
(iv) shall not be taken into account for pur-
poses of this paragraph, except that the
amount determined under subparagraph
(C)(ii) shall be increased by the amount of
assets allocated to such plan.

“(if) PLANS TRANSFERRED OUT OF CON-
TROLLED GROUPS.—A plan is described in this
clause if, after such spin-off, such plan is
maintained by an employer who is not a
member of the same controlled group as the
employer maintaining the original plan.

“(iii) PLANS TRANSFERRED OUT OF MULTIPLE
EMPLOYER PLANS.—A plan as described in this
clause if, after the spin-off, any employer
maintaining such plan (and any member of
the same controlled group as such employ-
er) does not maintain any other plan re-
maining after the spin-off which is also
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maintained by another employer (or
member of the same controlled group as
such other employer) which maintain the
plan in existence before the spin-off.

“(iv) TERMINATED PLANS.—A plan is de-
scribed in this clause if, pursuant to the
transaction involving the spin-off, the plan
is terminated.

“(v) CONTROLLED GROUP,—For purposes of
this subparagraph, the term ‘controlled
group’ means any group treated as a single
employer under subsection (b), (¢), (m), or
(o) of section 414.

On page 1443, between lines 15 and 16,
insert:

(3)A) Subparagraph (C) of section
412(1)(3) of the 1986 Code is amended—

(i) by striking out “October 17, 1987" in
clause (i) and inserting in lieu thereof “Oc-
tober 29, 1987", and

(ii) by striking out “October 16, 1987" in
clause (iii) and inserting in lieu thereof “Oc-
tober 28, 1987".

(B) Subparagraph (B) of section 302(d)3)
of the Employee Retirement Income Securi-
ty Act of 1974 is amended—

(i) by striking out “October 17, 1987" in
clause (i) and inserting in lieu thereof “Oc-
tober 29, 1987", and

(ii) by striking out “October 16, 1987" in
clause (iii) and inserting in lieu thereof “Oc-
tober 28, 1987".

On page 1444, beginning with line 17,
strike out all through page 1484, line 3.

On page 1493, beginning with line 14,
strike through page 1494, line 5, and redes-
ignate subtitles B, C, and D as subtitles A,
B, and C, respectively.

On page 1536, line 17, strike “shall” and
insert “may".

On page 1540, line 5, strike “(11)" and
insert “(12)".

On page 1543, line 11, insert “(or if later
the effective date of such rules)" after
“plans’.

On page 1546, line 23, insert “and to take
into account any right of recovery (whether
or not exercised) under section 2207B" after
“applied”.

On page 1551, strike lines 12 through 14
and insert:

“(I1) has a fixed maturity date,”.

On page 1551, line 24, insert “except in a
case where such indebtedness is in default
as to interest or principal,” before “such in-
debtedness”,

On page 1552, lines 1, 2, and 3, strike
“(other than in a case where the indebted-
ness is in default as to interest or princi-
pal)”.

On page 1555, line 16, insert “(or a revoca-
ble trust)” after “will".

On page 1556, line 9, strike the end quota-
tion marks,

On page 1556, between lines 9 and 10,
insert:

“{e) No RIGHT oF RECOVERY AGAINST CHAR-
ITABLE REMAINDER TRUSTS.—No person shall
be entitled to recover any amount by reason
of this section from a trust to which section
664 applies (determined without regard to
this section).".

On page 1556, between lines 13 and 14,
insert:

(e) TREATMENT OF CONSIDERATION,—

(1) In GENERAL.—Section 2036(c)X5) of the
1986 Code is amended to read as follows:

“(5) COORDINATION WITH SECTION 2043.—
Rules similar to the rules under section 2043
shall apply for purposes of determining the
adjustment for any consideration received."”

(2) Stupy.—The Secretary of the Treasury
or his delegate shall conduct a study as to
the appropriate adjustment for consider-
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ation to be taken into account under section
2036(c)X5) of the 1986 Code. The Secretary
shall report the results of such study not
later than January 1, 1990, to the Commit-
tee on Finance of the Senate and the Com-
mittee on Ways and Means of the House of
Representatives.

On page 1556, line 14, strike "(e)” and
insert "'(f)".

On page 1557, between lines 4 and 5,
insert:

(4) CORRECTION pERIOD.—If  section
2036(c)(1) of the 1986 Code would (but for
this paragraph) apply to any interest arising
from a transaction entered into during the
period beginning after December 17, 1987,
and ending before January 1, 1990, such sec-
tion shall not apply to such interest if
during such period actions are taken as are
necessary to have such transaction (and any
such interest) included in the exceptions
under section 2036(c)6) of the 1986 Code
(as added by subsection (b)).

On page 1622, after line 16, add the fol-
lowing new titles:

TITLE VII—ADDITIONAL CORRECTIONS AND
MODIFICATIONS

Subtitle A—Provisions That Close Loopholes

SEC. 700. AMOUNT OF CORPORATE ESTIMATED TAX
INSTALLMENT REDUCTION RECAP-
TURE INCREASED.

(a) INn GENERAL.—Section 6655(e)(1) of the
1986 Code (relating to lower required in-
stallment where annualized income install-
ment or adjusted seasonal installment is less
than amount determined under subsection
(d)) is amended by striking out “90 percent”
and inserting in lieu thereof “100 percent”.

(b) ErrFecTIVE DaATE.—The amendments
made by this section shall apply to install-
ments required to be made after September
30, 1988.

SEC. 701. TREATMENT OF MODIFIED ENDOWMENT
CONTRACTS.

(a) DISTRIBUTION RULES.—

(1) IN GENERAL.—Subsection (e) of section
T2 of the 1986 Code (relating to amounts
not received as annuities) is amended by
adding at the end thereof the following new
paragraph:

*(10) TREATMENT OF MODIFIED ENDOWMENT
CONTRACTS.—

“(A) In GENERAL—Notwithstanding para-
graph (5} C), in the case of any modified en-
dowment contract (as defined in section
TT02A)—

“(i) paragraphs (2)B) and (4)A) shall
apply, and

“(ii) in applying paragraph (4XA), ‘any
person’ shall be substituted for ‘an individ-
ual’,

‘“(B) TREATMENT OF CERTAIN BURIAL CON-
TRACTS.—Notwithstanding subparagraph
(A), paragraph (4)(A) shall not apply to any
assignment (or pledge) of a modified endow-
ment contract if such assignment (or
pledge) is solely to cover the payment of ex-
penses referred to in section
TT02(e) 2)(C)iii).

“(C) TREATMENT OF AMOUNTS RETAINED BY
INSURER UNDER THE CONTRACT.—Any amount
payable or borrowed under a modified en-
dowment contract shall not be included in
gross income under paragraph (2XB)i) to
the extent such amount is retained by the
insurer as a premium or other consideration
paid for the contract or as principal or in-
terest paid on a loan under the contract.”

(2) TECHNICAL AMENDMENT.—Subparagraph
(C) of section T2(e)5) is amended by strik-
ing out “Except to the extent” and inserting
in lieu thereof “Except as provided in para-
graph (10) and except to the extent”.

(b) ADDITIONAL TAX.—
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(1) IN GENERAL.—Section 72 of the 1986
Code (relating to annuities; certain proceeds
of endowment and life insurance contracts)
is amended by redesignating subsection (v)
as subsection (w) and by inserting after sub-
section (u) the following new subsection:

“(v) 10-PERCENT ADDITIONAL TAX FOR Tax-
ABLE DISTRIBUTIONS FROM MopIFIED ENDOW-
MENT CONTRACTS.—

“¢1) IMPOSITION OF ADDITIONAL TAX.—If
any taxpayer receives any amount under a
modified endowment contract (as defined in
section T702A), the taxpayer's tax under
this chapter for the taxable year in which
such amount is received shall be increased
by an amount equal to 10 percent of the
portion of such amount which is includible
in gross income.

**(2) SUBSECTION NOT TO APPLY TO CERTAIN
DISTRIBUTIONS.—Paragraph (1) shall not
apply to any distribution—

“{A) made on or after the date on which
the taxpayer attains age 59'%,

‘“(B) which is attributable to the taxpay-
er's becoming disabled (within the meaning
of subsection (mX7)), or

“(C) which is part of a series of substan-
tially equal periodic payments (not less fre-
quently than annually) made for the life (or
life expectancy) of the taxpayer or the joint
lives (or joint life expectancies) of such tax-
payer and his beneficiary."”

(2) TECHNICAL AMENDMENT.—Subparagraph
(C) of section 26(b)(2) of the 1986 Code is
amended by striking out "or (q)" and insert-
ing in lieu thereof *“(q), or (v)".

(c) MobpiFiEp ENpowMENT CONTRACT DE-
FINED.—

(1) IN GENERAL.—Chapter T9 of the 1986
Code is amended by inserting after section
7702 the following new section:

“SEC. 7702A. MODIFIED ENDOWMENT CONTRACT
DEFINED.

“(a) GeENERAL RULE.—For purposes of sec-
tion 72, the term ‘modified endowment con-
tract’ means any contract meeting the re-
quirements of section 7T702—

*(1) which—

“{A) is entered into on or after June 21,
1988, and

“(B) fails to meet the 7-pay test of subsec-
tion (b), or

“(2) which is received in exchange for a
contract described in paragraph (1).

“(b) 7-Pay Test.—For purposes of subsec-
tion (a), a contract fails to meet the T-pay
test of this subsection if the accumulated
amount paid under the contract at any time
during the 1st 7 contract years exceeds the
sum of the net level premiums which would
have been paid on or before such time if the
contract provided for paid-up future bene-
fits after the payment of 7 level annual pre-
miums.

*(c) COMPUTATIONAL RULES.—

“(1) IN GENERAL.—Except as provided in
this subsection, the determination under
subsection (b) of the 7 level annual premi-
ums shall be made—

“(A) as of the time the contract is issued,
and

“(B) by applying the rules of section
T702(bX2) and of section TT702(e) (other
than paragraph (2)(C) thereof), except
that—

“(1) the death benefit provided for the 1st
contract year shall be deemed to be provid-
ed until the maturity date without regard to
any scheduled reduction after the 1st 7 con-
tract years, and

“(ii) except as otherwise provided by the
Secretary, the mortality charges used in
such determination shall be the mortality
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charges specified in the prevailing commis-
sioners' standard tables (as defined in sec-
tion 80T(d)(5)) as of the time the contract is
issued or materially changed.

*“(2) REDUCTION IN BENEFITS DURING 1ST 7
YEARS,—

“(A) IN GeENERAL.—If there is a reduction in
benefits under the contract within the 1st 7
contract years, this section shall be applied
as if the contract had originally been issued
at the reduced benefit level,

“(B) REDUCTIONS ATTRIBUTABLE TO NONPAY-
MENT OF PREMIUMS.—Any reduction in bene-
fits attributable to the nonpayment of pre-
miums due under the contract shall not be
taken into account under subparagraph (A)
if the benefits are reinstated within 180
days after the reduction in such benefits,

“(3) TREATMENT OF MATERIAL CHANGES.—

“(A) IN cENERAL—If there is a material
change in the benefits under (or in other
terms of) the contract which was not re-
flected in any previous determination under
this section, for purposes of this section—

“(i) such contract shall be treated as a
new contract entered into on the day on
which such material change takes effect,
and

“(ii) appropriate adjustments shall be
made in determining whether such contract
meets the T-pay test of subsection (b) to
take into account the cash surrender value
under the contract,

“(B) TREATMENT OF CERTAIN INCREASES IN
FUTURE BENEFITS.—For purposes of subpara-
graph (A), the term ‘material change’ in-
cludes any increase in future benefits under
the contract. The preceding sentence shall
not apply in the case of any increase—

‘(i) which is attributable to the payment
of premiums necessary to fund the lowest
level of future benefits payable in the 1st 7
contract years or to crediting of interest or
other earnings (including poliecyholder divi-
dends) in respect of such premiums, or

“(ii) which the Secretary provides in regu-
lations is a de minimis increase which is not
to be taken into account as a material
change.

‘(4) SPECIAL RULE FOR CONTRACTS WITH
DEATH BENEFITS UNDER $10,000.—In the case
of a contract—

“(A) which provides an initial death bene-
fit of $10,000 or less, and

“(B) which requires at least 20 nonde-
creasing annual premium payments,
each of the 7 level annual premiums deter-
mined under subsection (b) (without regard
to this paragraph) shall be increased by $75.
For purposes of this paragraph, all con-
tracts issued by the same insurer shall be
treated as one contract.

“(d) DisTRIBUTIONS AFFECTED.—If a con-
tract fails to meet the 7-pay test of subsec-
tion (b), such contract shall be treated as
failing to meet such requirements only in
the case of —

“(1) distributions during the contract year
in which the failure takes effect and during
any subsequent contract year, and

“(2) under regulations prescribed by the

Secretary, distributions (not described in
paragraph (1)) in anticipation of such fail-
ure.
For purposes of the preceding sentence, any
distribution which is made within 2 years
before the failure to meet the T-pay test
shall be treated as made in anticipation of
such failure.

“(e) DerFINrrioNs.—For purposes of this
section—

“(1) AMOUNT PAID.—

“(A) IN GENERAL.—The term ‘amount paid’
means—

CONGRESSIONAL RECORD—SENATE

“(1) the premiums paid under the con-
tract, reduced by

“(ii) amounts to which section 72(e) ap-
plies (other than amounts includible in
gross income).

“(B) TREATMENT OF CERTAIN PREMIUMS RE-
TURNED.—If, in order to comply with the re-
quirements of subsection (b), any portion of
any premium paid during any contract year
is returned by the insurance company (with
interest) within 60 days after the end of
such contract year, the amount so returned
(excluding interest) shall be deemed to
reduce the sum of the premiums paid under
the contract during such contract year.

“(C) INTEREST RETURNED INCLUDIBLE IN
GrROss 1NcoME—Notwithstanding the provi-
sions of section 72(e), the amount of any in-
terest returned as provided in subparagraph
(B) shall be includible in the gross income
of the recipient.

{2) CoNTRACT YEAR.—The term ‘contract
year' means the 12-month period beginning
with the 1st month for which the contract
is in effect, and each 12-month period begin-
ning with the corresponding month in sub-
sequent calendar years.

“(3) OTHER TERMS.—EXcept as otherwise
provided in this section, terms used in this
section shall have the same meaning as
when used in section 7702."

(2) CLERICAL AMENDMENT.—The table of
sections for chapter 79 of the 1986 Code is
amended by inserting after the item relat-
ing to section 7702 the following new item:

“Sec. TT02A. Modified endowment contract
defined.”

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraphs (2) and (3), the amendments
made by this section shall apply to con-
tracts entered into on or after June 21, 1988.

(2) CERTAIN MATERIAL CHANGES TAKEN INTO
ACCOUNT.—A contract entered into before
June 21, 1988, shall be treated as entered
into after such date if—

(A) on or after June 21, 1988, 1 or more of
the future benefits under the contract are
inereased (or a qualified additional benefit
is increased or added) and before June 21,
1988, the owner of the contract did not have
a unilateral right under the contract to
obtain such increase or addition without
providing additional evidence of insurabil-
ity, or

(B) the contract is converted after June
20, 1988, from a term life insurance contract
to a life insurance contract providing cover-
age other than term life insurance coverage
without regard to any right of the owner of
the contract to such conversion.

(3) CERTAIN EXCHANGES PERMITTED.—In the
case of a modified endowment contract
which—

(A) is entered into after June 20, 1988, and
before the date of the enactment of this
Act, and

(B) is exchanged within 3 months after
such date of enactment for a life insurance
contract which meets the requirements of
section T702A(b),

the contract which is received in exchange

for such contract shall not be treated as a

modified endowment contract if gain (if

any) is recognized on such exchange.

SEC. 702. REPEAL OF RULES PERMITTING LOSS
TRANSFERS BY ALASKA NATIVE COR-
PORATIONS.

(a) General Rure.—Nothing in section
60(b)5) of the Tax Reform Act of 1984 (as
amended by section 1804(e)(4) of the Tax
Reform Act of 1986)—
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(1) shall allow any loss (or eredit) of any
corporation which arises after April 26,
1988, to be used to offset the income (or
tax) of another corporation if such use
would not be allowable without regard to
such section 60(b)5) as so amended, or

(2) shall allow any loss (or credit) of any
corporation which arises on or before such
date to be used to offset disqualified income
(or tax attributable to such income) of an-
other corporation if such use would not be
allowable without regard to such section
60(b)(5) as so amended.

(b) EXCEPTION FOR NATIVE CORPORATIONS
Nor TRANSFERRING LoOSSES (OR CREDITS)
BEFORE APRIL 26, 1988.—

(1) IN GENERAL.—Subsection (a) shall not
apply to any loss (or credit) of any qualified
corporation which arises before January 1,
1989, and which is used to offset income as-
signed (or attributable to property contrib-
uted) after April 26, 1988, and before Janu-
ary 1, 1989.

(2) $5,000,000 vimiTaTION.—The aggregate
amount of losses (and the deduction equiva-
lent of credits as determined in the same
manner as under section 469(j}5)) to which
paragraph (1) applies with respect to any
qualified corporation shall not exceed
$5,000,000. For purposes of this paragraph,
a Native Corporation and all other corpora-
tions all of the stock of which is owned di-
rectly by such corporation shall be treated
as 1 qualified corporation.

(3) QUALIFIED CORPORATION.—FOr purposes
of this subsection, the term "“qualified cor-
poration” means any Native Corporation
which was in existence on April 26, 1988,
and any other corporation all the stock of
which is owned directly by such Native Cor-
poration if, on or before April 26, 1988, nei-
ther—

(A) the Native Corporation, nor

(B) any other corporation with respect to
which the Native Corporation at any time
owned directly all of the stock of such other
corporation,

has engaged in any transaction which would
allow any loss or credit (whether arising
before, on, or after April 26, 1988) to be used
in the manner described in subsection (a)(1).

(¢) DisQUALIFIED INCOME DEFINED,—For
purposes of subsection (a), the term “dis-
qualified income” means any income as-
signed (or attributable to property contrib-
uted) after April 26, 1988, by a person who
is not a Native Corporation or a corporation
all the stock of which is owned directly by a
Native Corporation.

SEC. 703, MODIFICATION OF DISTILLED SPIRITS
TAX CREDIT FOR FLAVORS CONTENT.

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 5010(¢)2) of the 1986 Code (defining
flavors content) is amended by striking out
the “and” at the end of clause (i), by redes-
ignating clause (ii) as clause (iii), and by in-
serting after clause (i) the following new
clause:

*(ii) alcohol derived from flavors distilled
at a distilled spirits plant, and".

(b) ErrFecTivVE DATE.—The amendments
made by this section shall apply with re-
spect to distilled spirits withdrawn from
bond after the date of the enactment of this
Act.

SEC. 704. DENIAL OF DEDUCTION FOR CERTAIN
RESIDENTIAL TELEPHONE SERVICE.

(a) GENERAL RuLE.—Section 262 of the
1986 Code (relating to personal, living, and
family expenses) is amended to read as fol-
lows:
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“SEC. 262. PERSONAL, LIVING, AND FAMILY EX-
PENSES.

“(a) GENERAL RuULE.—Except as otherwise
expressly provided in this chapter, no de-
duction shall be allowed for personal, living,
or family expenses.

‘“(b) TREATMENT OF CERTAIN PHONE EX-
PENSES.—For purposes of subsection (a), in
the case of an individual, any charge (in-
cluding taxes thereon) for basic local tele-
phone service with respect to the 1lst tele-
phone line provided to any residence of the
taxpayer shall be treated as a personal ex-
pense.”

(b) ErFecTIVE DaTE.—The amendment
made by subsection (a) shall apply to tax-
able years beginning after December 31,
1988.

SEC. 705. VALUATION TABLES.

(a) GeENERAL RuULE.—Chapter 77 of the
1986 Code (relating to miscellaneous provi-
sions) is amended by adding at the end
thereof the following new section:

“SEC. 7520. VALUATION TABLES,

“(a) GENERAL RULE.—For purposes of this
title, the value of any annuity, any interest
for life or a term of years, or any remainder
or reversionary interest shall be deter-
mined—

“(1) under tables prescribed by the Secre-
tary, an

“(2) by using an interest rate (rounded to
the nearest %oths of 1 percent) equal to 120
percent of the Federal mid-term rate in
effect under section 1274(d)(1) for the
month in which the valuation date falls.

The taxpayer may elect to use such rate for
either of the 2 months preceding the month
in which the valuation date falls. In the
case of transfers of more than 1 interest in
the same property with respect to which
such taxpayer is permitted to use the same
rate under this subsection, such taxpayer
shall use the same rate with respect to each
interest.

“(b) TABLES.—

“(1) In GENERAL.—The tables prescribed by
the Secretary for purposes of subsection (a)
shall contain valuation factors for a series
of interest rate categories.

“(2) INTTIAL TABLE.—Not later than the day
3 months after the date of the enactment of
this section, the Secretary shall prescribe
initial tables for purposes of subsection (a).
Such tables may be based on the same mor-
tality experience as used for purposes of sec-
tion 2031 on the date of the enactment of
this section.

“(3) REVISION FOR RECENT MORTALITY
CHARGES.—Not later than December 31, 1989,
the Secretary shall revise the initial tables
prescribed for purposes of subsection (a) to
take into account the most recent mortality
experience available as of the time of such
revision. Such tables shall be revised not
less frequently than once each 10 years
thereafter to take into account the most
recent mortality experience available as of
the time of the revision.

“(e) Varvatrion Date.—For purposes of
this section, the term ‘valuation date’ means
the date as of which the valuation is made.

“(d) TasrLes To INcLupE Formuras.—For
purposes of this section, the term ‘tables’ in-
cludes formulas.”

(b) CrEmicAL AMENDMENT.—The table of
sections for chapter 77 of the 1986 Code is
amended by adding at the end thereof the
following new item:

“Sec. 7520. Valuation tables,”.
(c) ErrFecTIVE DATE.—The amendments
made by this section shall apply in cases
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where the valuation date on or after the 1st
day of the 6th calendar month beginning
after the date of the enactment of this Act.

Subtitle B—Substantive Provisions

PART I—CORRECTIONS AFFECTING
AGRICULTURE
SEC. 706, TREATMENT OF CERTAIN RENTS UNDER
SECTION 2032A.

(a) GENERAL RULE.—Subparagraph (A) of
section 2032A(b)5) of the 1986 Code (relat-
ing to special rules for surviving spouse) is
amended by adding at the end thereof the
following new sentence: “For purposes of
subsection (e), such surviving spouse shall
not be treated as failing to use such proper-
ty in a qualified use solely because such
spouse rents such property to a member of
such spouse's family on a net cash basis.”

(b) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendment made by
subsection (a) shall apply with respect to
rentals occurring after December 31, 1976.

(2) WAIVER OF STATUTE OF LIMITATIONS.—If
on the date of the enactment of this Act (or
at any time within 1 year after such date of
enactment) refund or credit of any overpay-
ment of tax resulting from the application
of the amendment made by subsection (a) is
barred by any law or rule of law, refund or
credit of such overpayment shall, neverthe-
less, be made or allowed if claim therefore is
filed before the date 1 year after the date of
the enactment of this Act.

SEC. 707. CERTAIN DISCHARGES OF INDEBTEDNESS
NOT TREATED AS INCOME FOR PUR-
POSES OF SECTION 501(c)}12).

(a) IN GENERAL.—Section 501(c)(12) of the
1986 Code is amended by adding at the end
thereof the following new subparagraph:

‘“(E) Subparagraph (A) shall be applied
without taking into account any income re-
ceived or accrued from the sale of notes or
other obligations held in the Rural Develop-
ment Insurance fund pursuant to section
1001 of the Omnibus Budget Reconciliation
Act of 1986 (as in effect on January 1,
1987)".

(b) ErrecTiVE DaATE.—The amendment
made by subsection (a) shall apply to sales
before, on, or after the date of the enact-
ment of this Act.

SEC. 708. ONE-YEAR DEFERRAL OF PROCEEDS
FROM LIVESTOCK SOLD ON ACCOUNT
OF DROUGHT.

(a) IN GENERAL.—Paragraph (1) of section
451(e) of the 1986 Code (relating to special
rule for proceeds from livestock sold on ac-
count of drought) is amended by striking
out “(other than livestock described in sec-
tion 1231(bX3))".

(b) ErrFecTIVE DATE.—The amendment
made by subsection (a) shall apply to sales
or exchanges occurring after December 31,
1987.

SEC. 709. CERTAIN CASH WAGES PAID TO SEASON-
AL AGRICULTURAL LABORERS EX-
CLUDED FROM OASDI COYERAGE.

(a) SociaL SECURITY ACT AMENDMENT.—
Paragraph (2) of section 209(h) of the Social
Security Act is amended to read as follows:

“(2) Cash remuneration paid by an em-
ployer in any calendar year to an employee
for agricultural labor unless—

“(A) the cash remuneration paid in such
year by the employer to the employee for
such labor is $150 or more, or

“(B) the employer’'s expenditures for agri-
:glgo.u{al labor in such year equal or exceed
except that subparagraph (B) shall not
apply with respect to any expenditures for
agricultural labor performed by any em-
ployee described in section 13(aM6XC) of
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the Fair Labor Standards Act of 1938 (29
U.S.C. 213(a)6XC));".

(b) FICA AMENDMENT.—Subparagraph (B)
of section 3121(a)(8) of the 1986 Code (relat-
ing to wages) is amended to read as follows:

“(B) cash remuneration paid by an em-
ployer in any calendar year to an employee
for agricultural labor unless—

“(1) the cash remuneration paid in such
year by the employer to the employee for
such labor is $150 or more, or

“(ii) the employer’'s expenditures for agri-
cultural labor in such year egual or exceed
$2,500,
except that clause (ii) shall not apply with
respect to any expenditures for agricultural
labor performed by any employee described
in section 13(a)6)C) of the Fair Labor

Standards Act of 1938 (29 TU.S.C.
213(aX6XCH)".
(c) EFFEcTIVE DaTE.—The amendments

made by this section shall take effect as if
included in the amendments made by sec-
tion 8002 of the Omnibus Budget Reconcili-
ation Act of 1987.

PART II—PENSION AND EMPLOYEE
BENEFIT PROVISIONS
SEC. 710. PROVISIONS RELATING TO BENEFITS
UNDER DISCRIMINATORY PLANS.

(a) Provisions Nor To ArpLY TO CHURCH
Prans.—Section 89(i) of the 1986 Code is
amended by adding at the end thereof the
following new paragraph:

“{4) CHURCH PLANS.—The term ‘statutory
employee benefit plan' shall not include a
plan maintained by a church for church em-
ployees. For purposes of this paragraph, the
term ‘church’ has the meaning given such
term by section 3121(w)(3)(A), including a
qualified church controlled organization (as
defined in section 3121(wX3)XB))."

(b) CAFETERIA PLANS MAINTAINED BY EDU-
CATIONAL INsTITUTIONS.—Section
125(e)(2)(C) of the 1986 Code is amended by
adding at the end thereof the following new
sentence: “In applying section 89 to a plan
described in this subparagraph, contribu-
tions under the plan shall be tested as of
the time the contributions were made."

SEC. 711. MODIFICATIONS OF DISCRIMINATION
RULES APPLICABLE TO CERTAIN AN-
NUITY CONTRACTS.

(a) ExcLupEp EMpPLOYEES.—The last sen-
tence of section 403(b)(12)(A) of the 1986
Code is amended to read as follows: “Sub-
ject to the conditions applicable under sec-
tion 410(b)(4), there may be excluded for
purposes of this subparagraph employees
who are students performing services de-
scribed in section 3121(b)10) and employees
who normally work less than 20 hours per
week.”

(b) SampLING.—In the case of plan years
beginning in 1989, 1990, or 1991, determina-
tions as to whether a plan meets the re-
quirements of section 403(b)(12) of the 1986
Code may be made on the basis of a statisti-
cally valid random sample. The preceding
sentence shall apply only if—

(1) the sampling is conducted by an inde-
pendent person in a manner not inconsist-
ent with regulations prescribed by the Sec-
retary, and

(2) the statistical method and sample size
result in a 95 percent probability that the
results will have a margin of error not great-
er than 3 percent.

SEC. 712, MINIMUM PARTICIPATION STANDARDS,

Section 401(a)(26) of the 1986 Code, as
amended by this Act, is amended by redesig-
nating subparagraph (H) as subparagraph
(I) and by inserting after subparagraph (G)
the following new subparagraph:
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“(H) SPECIAL RULE FOR CERTAIN POLICE OR
FIREFIGHTERS.—

“(i) INn GENERAL.—AN employer may elect
to have this paragraph applied separately
with respect to qualified public safety em-
ployees who are—

*(I) policemen, or

“(I1) firemen.

“(ii) QUALIFIED PUBLIC SAFETY EMPLOYEE.—
For purposes of this subparagraph, the term
‘qualified public safety employee' means
any full-time employee of any police depart-
ment or fire department organized and op-
erated by a State or political subdivision if
the employee provides police protection,
firefighting services, or 2mergency medical
services for any area within the jurisdiction
of such State or political subdivision.”

SEC. 713. CLARIFICATION OF TREATMENT OF JOINT
AND SURVIVOR ANNUITIES UNDER
QTIP RULES.

(a) EsTaTE Tax.—Paragraph (7) of section
2056(b) of the 1986 Code is amended by
adding at the end thereof the following new
subparagraph:

“(C) TREATMENT OF SURVIVOR ANNUITIES.—
In the case of an annuity where only the
surviving spouse has the right to receive
payments before the death of such surviv-
ing spouse—

“(i) the interest of such surviving spouse
shall be treated as a qualifying income in-
terest for life, and

“(ii) the executor shall be treated as
having made an election under this subsec-
tion with respect to such annuity unless the
executor otherwise elects on the return of
tax imposed by section 2001.

An election under clause (ii), once made,
shall be irrevocable.”

(b) Grrr Tax.—Subsection (f) of section
2523 of the 1986 Code is amended by adding
at the end thereof the following new para-
graph:

“(6) TREATMENT OF JOINT AND SURVIVOR AN-
NUITIES.—In the case of a joint and survivor
annuity where only the donor spouse and
donee spouse have the right to receive pay-
ments before the death of the last spouse to
die—

“(A) the donee spouse’s interest shall be
treated as a qualifying income interest for
life,

“(B) the donor spouse shall be treated as
having made an election under this subsec-
tion with respect to such annuity unless the
donor spouse otherwise elects on or before
the date specified in paragraph (4)(A),

“(C) paragraph (5) and section 2519 shall
not apply to the donor spouse’s interest in
the annuity, and

‘(D) if the donee spouse dies before the
donor spouse, no amount shall be includible
in the gross estate of the donee spouse
under section 2044 with respect to such an-
nuity.

An election under subparagraph (B), once
made, shall be irrevocable.”

(c) EFFECTIVE DATES.—

(1) In cENERAL.—Except as otherwise pro-
vided in this subsection—

(A) the amendment made by subsection
(a) shall apply with respect to decedents
dying after December 31, 1981, and

(B) the amendment made by subsection
(b) shall apply to transfers after December
31, 1981.

(2) NOT TO APPLY TO EXTENT INCONSISTENT
WITH PRIOR RETURN.—In the case of any
estate or gift tax return filed before the
date of the enactment of this Act, the
amendments made by this section shall not
apply to the extent such amendments would
be inconsistent with the treatment of the

CONGRESSIONAL RECORD—SENATE

annuity on such return unless the executor
or donor (as the case may be) otherwise
elects under this paragraph before the day 2
years after the date of the enactment of
this Act.

(3) EXTENSION OF TIME FOR ELECTION OUT,—
The time for making an election under sec-
tion 20568(b)}THCXii) or 2523(f6)XB) of the
1986 Code (as added by this subsection)
shall not expire before the day 2 years after
the date of the enactment of this Act (and,
if such election is made within the time per-
mitted under this paragraph, the require-
ment of such section 2056(b)(THC)(ii) that it
be made on the return shall not apply).

SEC. 714. RURAL TELEPHONE COOPERATIVES PER-
MITTED TO HAVE QUALIFIED CASH
OR DEFERRED ARRANGEMENTS,

(a) IN GENERAL.—Paragraphs (1) and (2) of
section 401(¢k) of the 1986 Code (relating to
cash or deferred arrangements) are each
amended by striking out “or a rural electric
cooperative plan” and inserting in lieu
thereof “or a rural cooperative plan.

(b) RURAL COOPERATIVE PLAN DEFINED.—

(1) Paragraph (7) of section 401(k) of the
1986 Code (as amended by title I) is amend-
ed to read as follows:

“(7T) RURAL COOPERATIVE PLAN.—For pur-
poses of this subsection—

“(A) IN GENERAL.—The term ‘rural cooper-
ative plan’ means any pension plan—

“(i) which is a defined centribution plan
(as defined in section 414(i)), and

“(ii) which is established and maintained
by a rural cooperative.

“(B) RURAL COOPERATIVE DEFINED.—For
purposes of subparagraph (A), the term
‘rural cooperative’ means—

“(i) any organization which—

“(I) is exempt from tax under this subtitle
or which is a State or local government or
political subdivision thereof (or agency or
instrumentality thereof), and

“(II) is engaged primarily in providing
electric service on a mutual or cooperative
basis,

“(ii) any organization described in para-
graph (4) or (6) of section 501(¢) and at least
80 percent of the members of which are or-
ganizations described in clause (i),

“(iii) a cooperative telephone company de-
scribed in section 501(c)(12), and

“(iv) an organization which is a national
association of organizations described in
clause (1), (i), or (iii).”

(2) Subparagraph (B) of section 401(k)(4)
of the 1986 Code (as amended by title I) is
amended by striking out “rural electric co-
operative plan” and inserting in lieu thereof
“rural cooperative plan”.

(c) AMENDMENTS TO SECTION 457.—Section
457 of the 1986 Code (as amended by section
1107 of the Reform Act) is amended by
striking out “rural electric cooperative
plan” in subsection (e)2) and inserting in
lieu thereof “rural cooperative plan”.

(d) EFFECTIVE DATE—The amendments
made by this section shall apply to taxable
years beginning after the date of the enact-
ment of this Act.

SEC. 715. EMPLOYEE LEASING.

Section 414(n)}6) of the 1986 Code is
amended by adding at the end thereof the
following new subparagraph:

“(C) DE MINIMIS RULE.—

“(i) In GERERAL.—In the case of a recipi-
ent—

‘“I) which has no top-heavy plans (within
the meaning of section 416(g)), and

“(II) which uses the services of persons
other than employees for less than 10 per-
cent of such recipient’s total workload, any
leased employee described in clause (ii) shall
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not be treated as an employee of such recip-
ient.

“(ii) LEASED EMPLOYEES TO WHOM SUBPARA-
GRAPH APPLIES.—A leased employee is de-
seribed in this clause if—

“(I) the leased employee did not perform
3,000 or more hours of service for the recipi-
ent in any 2-consecutive plan year period be-
ginning after 1986, and

“(1I) did not perform services for the re-
cipient within the same geographic area at
any time during the plan year preceding
any period referred to in subclause (I).”

SEC. 716. SECTION 415 LIMITATION FOR STATE AND
LOCAL PLANS.

(a) MobpIFIED LIMITATIONS.—Section 415(b)
of the 1986 Code is amended by adding at
the end thereof the following new para-
graph:

“(10) SPECIAL RULE FOR STATE AND LOCAL
GOVERNMENT PLANS,—

“(A) LIMITATION TO EQUAL ACCRUED BENE-
FIT.—In the case of a plan maintained for its
employees by any State or political subdivi-
sion thereof, or by any agency or instrumen-
tality of the foregoing, the limitation with
respect to a qualified participant under this
subsection shall not be less than the ac-
crued benefit of the participant under the
plan (determined without regard to any
amendment of the plan made after October
14, 1987).

“(B) QUALIFIED PARTICIPANT.—For pur-
poses of this paragraph, the term ‘qualified
participant’ means a participant who first
became a participant in the plan maintained
by the employer before January 1, 1990,

“(C) ELEcTioN.—This paragraph shall not
apply to any plan unless each employer
maintaining the plan elects before the close
of the first plan year beginning after De-
cember 31, 1989, to have this subsection
(other than paragraph (2XG)) applied with-
out regard to paragraph (2XF)."

(b) EFFECTIVE DATES.—

(1) In cENERAL—Except as provided in this
subsection, the amendment made by this
subsection apply to years beginning after
December 31, 1982,

(2) ErecrioNn.—Section 415(b)X10XC) of
the 1986 Code (as added by paragraph 1)
shall not apply to any year beginning before
January 1, 1990.

SEC. 717. CHURCH SELF-FUNDED DEATH BENEFIT
PLANS TREATED AS LIFE INSURANCE.

(a) IN GENERAL.—Section 7702 of the 1986
Code (defining life insurance contract) is
amended by redesignating subsection (j) as
subsection (k) and by inserting after subsec-
tion (i) the following new subsection:

“(j) CERTAIN CHURCH SELF-FUNDED DEATH
BENEFIT PLANS TREATED AS LIFE INSURANCE.—

(1) IN GENERAL.—In determining whether
any plan or arrangement described in para-
graph (2) is a life insurance contract, the re-
quirement of subsection (a) that the con-
tract be a life insurance contract under ap-
plicable law shall not apply.

“(2) DescripTioN.—For purposes of this
subsection, a plan or arrangement is de-
scribed in this paragraph if—

“(A) such plan or arrangement provides
for the payment of benefits by reason of the
death of the individual covered under such
plan or arrangement, and

“(B) such plan or arrangement is provided
by a church for the benefit of its employees
and their beneficiaries, directly or through
an organization described in section
414(e)(3)(A) or an organization described in
section 414(e) 3} BXii).

“(3) DerFmNiTIONS.—For purposes of this
subsection—
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“(A) CHURcH.—The term ‘church’ means a
church or a convention or association of
churches.

‘“{B) EMPLOYEE.—The term ‘employee’ in-
cludes an employee described in section
414(e)3XB)."”

(b) ErreEcTIVE DaATE.—The amendment
made by subsection (a) shall take effect as if
included in the amendment made by section
221(a) of the Tax Reform Act of 1984.

SEC. 718. STUDY OF EFFECT OF MINIMUM PARTICI-
PATION RULE ON EMPLOYERS RE-
QUIRED TO PROVIDE CERTAIN RE-
TIREMENT BENEFITS,

(a) Stupy.—The Secretary of the Treasury
or his delegate shall conduct a study on the
application of section 401(a)(26) of the In-
ternal Revenue Code of 1986 to Government
contractors who—

(1) are required by Federal law to provide
certain employees specified retirement ben-
efits, and

(2) establish a separate plan for such em-
ployees while maintaining a separate plan
for employees who are not entitled to such
benefits.

Such study shall consider the Federal re-
quirements with respect to employee bene-
fits for employees of Government contrac-
tors, whether a special minimum participa-
tion rule should apply to such employees,
and methods by which plans may be modi-
fied to satisfy minimum participation re-
quirements.

(b) REPORT.—The Secretary of the Treas-
ury or his delegate shall report the results
of the study under subsection (a) to the
Committee on Finance of the Senate and
the Committee on Ways and Means of the
House of Representatives not later than
September 1, 1989.

SEC. 719. PROHIBITION ON COLLECTIBLES NOT TO
INCLUDE STATE COINS,

(a) IN GENERAL.—Paragraph (3) of section
408(m) of the 1986 Code is amended to read
as follows:

“(3) EXCEPTION FOR CERTAIN COINS.—In the
case of an individual retirement account,
paragraph (2) shall not apply to—

“(A) any gold coin described in paragraph
(7), (8), (9), or (10) of section 5112(a) of title
31,

“(B) any silver coin described in section
5112(e) of title 31, or

“(C) any coin issued under the laws of any
State."”

(b) EFFECTIVE DATE.—The amendments
made by subsection (a) shall apply to acqui-
sitions after the date of the enactment of
this Act.
SEC. 720. 1-YEAR DELAY IN DISTRIBUTION RE-

QUIREMENT FOR GOVERNMENT AND

TAX-EXEMPT PLANS.

In the case of a plan maintained by—

(1) a governmental plan (within the mean-
ing of section 414(d) of the 1986 Code), or

(2) an organization described in section
501(c)(3) of the 1986 Code which is exempt
from tax under section 501(a) of such Code,

the requirement of section 401(a)(9)(C) of
such Code (as in effect after the amend-
ment made by section 1121(b) of the
Reform Act) or any provision determined by
reference to such section shall not apply to
any year beginning before January 1, 1990.
SEC. 721. APPLICATION OF FUNDING RULES TO
MULTIPLE EMPLOYER PLANS.

(a) IN GENERAL.—Paragraph (4) of section
413(c) of the 1986 Code is amended to read
as follows:

“(4) FUNDING.—

“(A) IN GENERAL.—In the case of a plan es-
tablished after December 31, 1988, each em-
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ployer shall be treated as maintaining a sep-
arate plan.

“(B) OTHER PLANS.—In the case of a plan
not described in subparagraph (A), the re-
quirements of section 412 shall be deter-
mined as if all participants in the plan were
employed by a single employer unless the
plan administrator elects not later than the
close of the first plan year of the plan be-
ginning after the date of enactment of the
Technical Corrections Act of 1988 to have
the provisions of subparagraph (A) apply.
An election under the preceding sentence
shall take effect for the plan year in which
made and, once made, may be revoked only
with the consent of the Secretary.”

(b) Depvcrion LimiTarions.—Paragraph
(6) of section 413(c) of the 1986 Code is
amended to read as follows:

“(6) DEDUCTION LIMITATIONS.—

“(A) In the case of a plan established after
December 31, 1988, each applicable limita-
tion provided by section 404(a) shall be de-
termined as if each employer were main-
taining a separate plan.

*(B) OTHER PLANS.—

“(i) INn GENERAL.—In the case of a plan not
described in subparagraph (A), each applica-
ble limitation provided by section 404(a)
shall be determined as if all participants in
the plan were employed by a single employ-
er, except that if an election is made under
paragraph (4)(B), subparagraph (A) shall
apply to such plan.

“(ii) SpeEciaL rRULE.—If this subparagraph
applies, the amounts contributed to or
under the plan by each employer who main-
tains the plan (for the portion of the tax-
able year included within a plan year) shall
be considered not to exceed any such limita-
tion if the anticipated employer contribu-
tions for such plan year (determined in a
reasonable manner not inconsistent with
regulations prescribed by the Secretary) do
not exceed such limitation. If such antici-
pated contributions exceed such a limita-
tion, the portion of each such employer’s
contributions which is not deductible under
section 404 shall be determined in accord-
ance with regulations prescribed by the Sec-
retary.”

{c) CoNFORMING AMENDMENT.—Section
413(c) of the 1986 Code is amended by strik-
ing out the last sentence and by inserting
after paragraph (6) the following new para-
graph:

“('T) ALLOCATIONS.—

*(A) IN GENERAL.—Except as provided in
subparagraph (B), allocations of amounts
under paragraphs (4), (5), and (6) among
the employers maintaining the plan shall
not be inconsistent with regulations pre-
scribed for this purpose by the Secretary.

“(B) ASSET AND LIABILITIES OF PLAN.—For
purposes of applying paragraphs (4)(A) and
(6)(A), the assets and liabilities of each plan
shall be treated as the assets and liabilities
which would be allocated to a plan main-
tained by the employer if the employer
withdrew from the multiple employer plan.”

(d) ErrecTivE DaTE.—Except as provided
in paragraph (2), the amendments made by
this section shall apply to plan years begin-
ning after the date of the enactment of this
Act.

SEC. 722. WITHDRAWAL LIABILITY OF MULTIEM-
PLOYER PLANS,

(a) STUDY.—

(1) In cENERAL.—The Pension Benefit
Guaranty Corporation shall complete the
study required by section 412(a)(1)(B) of the
Multiemployer Pension Plan Amendments
Act of 1980 (relating to union-mandated
withdrawal from multiemployer pension
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plans) and shall report the results of such
study to Congress not later than March 1,
1989.

(2) FACTORS CONSIDERED.—The study under
paragraph (1) shall include an analysis of—

(A) the effect of union-mandated with-
drawals on employer withdrawal liability,
and

(B) whether employer liability should be
initiated by an illegal strike or illegal bar-
gaining by an employee representative.

(b) PAYMENT OF WITHDRAWAL LIABILITY.—
Notwithstanding any other provision of law,
in the case of any employer withdrawal li-
ability under title IV of the Employee Re-
tirement Income Security Act of 1974 which
is related directly or indirectly to striking or
picketing in violation of the National Labor
Relations Act (as determined by the Nation-
al Labor Relations Board) and which—

(1) has not been paid before September 8,
1988, or

(2) arises on or after such date and before
January 1, 1990,
shall not be payable before January 1, 1990.
SEC. 723, STUDY OF TREATMENT OF CERTAIN TECH-

NICAL PERSONNEL.

The Secretary of the Treasury or his dele-
gate shall conduct a study of the treatment
provided by section 1706 of the Reform Act
(relating to treatment of certain technical
personnel). The report of such study shall
be submitted not later than September 1,
1989, to the Committee on Ways and Means
of the House of Representatives and the
Committee on Finance of the Senate.

PART III—EXEMPT ORGANIZATIONS

SEC. 724. CERTAIN GAMES OF CHANCE NOT TREAT-
ED AS UNRELATED TRADE OR BUSI-
NESS.

Section 1834 of the Reform Act is amend-
ed by adding at the end thereof the follow-
ing new sentence: "The amendment made
by this section shall apply to games of
chance conducted after October 22, 1986, in
taxable years ending after such date".

SEC. 725. PURCHASE OF INSURANCE BY COOPERA-
TIVE HOSPITAL SERVICE ORGANIZA-
TIONS.

(a) In GENERAL.—Subparagraph (A) of sec-
tion 501(e)(1) of the 1986 Code is amended
by inserting “(including the purchasing of
insurance on a group basis)” after “purchas-
ing".

(b) ErfreECTIVE DATE.—The amendment
made by subsection (a) shall apply to pur-
chases before, on, or after the date of the
enactment of this Act.

SEC. 726, DONATED CARGO EXEMPT FROM HARBOR
MAINTENANCE TAX.

(a) GENERAL RULE.—Section 4462 of the
1986 Code (relating to definitions and spe-
cial rules) is amended by redesignating sub-
section (h) as subsection (i) and by inserting
after subsection (g) the following new sub-
section:

“(h) EXEMPTION FOR HUMANITARIAN AND
DEVELOPMENT ASSISTANCE CARGos.—No tax
shall be imposed under this subchapter on
any nonprofit organization or cooperative
for cargo which is owned or financed by
such nonprofit organization or cooperative
and which is certified by the United States
Customs Service as intended for use in hu-
manitarian or development assistance over-
seas."”

(b) ErFecTIVE DaATE.—The amendment
made by subsection (a) shall take effect on
April 1, 1987.
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SEC. 727. CERTAIN EDUCATIONAL INSTITUTIONS
EXEMPT FROM USER FEES ON
MITS FOR INDUSTRIAL USE OF SPE-
CIALLY DENATURED DISTILLED SPIR-
ITS.

(a) IN GENERAL.—Section 5276 of the 1986

Code (relating to occupational tax) is
amended by adding at the end thereof the
following new subsection:
" *“(c) EXEMPTION FOR CERTAIN EDUCATIONAL
InsTITUTIONS.—Subsection (a) shall not
apply with respect to any scientific universi-
ty, college of learning, or institution of seci-
entific research which—

“(1) is issued a permit under section
5271(a)(2), and

“(2) with respect to any calendar year
during which such permit is in effect, pro-
cures less than 25 gallons of specially dena-
tured distilled spirits for experimental or re-
search use but not for consumption (other
than organoleptic tests) or sale.”

(b) CONFORMING AMENDMENT.—Section
5276(a) of the 1986 Code is amended by
striking out “A permit’” and inserting in lieu
thereof “Except as provided in subsection
(c), a permit’.

(¢) ErrecTIVE DATE.—The amendments
made by this section shall take effect on
July 1, 1989.

SEC. 728, TREATMENT OF CERTAIN AMOUNTS PAID
TO OR FOR THE BENEFIT OF AN INSTI-
TUTION OF HIGHER EDUCATION.

(a) IN GENERAL.—Section 170 of the 1986
Code is amended by redesignating subsec-
tion (m) as subsection (n) and by inserting
after subsection (1) the following new sub-
section:

“(m) TREATMENT OF CERTAIN AMOUNTS
PAID TO OR FOR THE BENEFIT OF INSTITUTIONS
oF HIGHER EDUCATION.—-

“(1) In GENERAL.—For purposes of this sec-
tion, 80 percent of any amount described in
paragraph (2) shall be treated as a charita-
ble contribution.

“(2) AMOUNT DESCRIBED.—For purposes of
paragraph (1), an amount is described in
this paragraph if—

“(A) the amount is paid by the taxpayer
to or for the benefit of an educational orga-
nization—

“(i) which is described
(b)(1)AXii), and

“(ii) which is an institution of higher edu-
cation (as defined in section 3304(f)), and

“(B) such amount would be allowable as a
deduction under this section but for the fact
that the taxpayer receives (directly or indi-
rectly) as a result of paying such amount
the right to purchase tickets for seating at
an athletic event in an athletic stadium of
such institution.

If any portion of a payment is for the pur-
chase of such tickets, such portion and the
remaining portion (if any) of such payment
shall be treated as separate amounts for
purposes of this subsection.”

(b) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendment made by
this section shall apply to taxable years be-
ginning after December 31, 1983.

(2) WAIVER OF STATUTE OF LIMITATIONS.—If
on the date of the enactment of this Act (or
at any time within 1 year after such date of
enactment) refund or credit of any overpay-
ment of tax resulting from the application
of section 170(m) of the 1986 Code (as added
by subsection (a)) is barred by any law or
rule of law, refund or credit of such over-
payment shall, nevertheless, be made or al-
lowed if claim therefore is filed before the
date 1 year after the date of the enactment
of this Act.

in subsection
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PART IV—ADMINISTRATIVE PROVISIONS

SEC. 729. CLARIFICATION OF MEANING OF MANU-
FACTURE UNDER TRUCK EXCISE TAX.

(a) IN GENERAL.—Paragraph (1) of section
4052(a) of the 1986 Code (defining first
retail sale) is amended by striking out “man-
ufacture, production” and inserting in lieu
thereof “production, manufacture'.

(b) ErFeCcTIVE DATE.—The amendment
made by subsection (a) shall take effect on
January 1, 1988.

SEC. 730. AUTHORITY TO PRESCRIBE TOLERANCES
FOR THE VOLUME OF WINE IN BOT-
TLES FOR PURPOSES OF THE EXCISE
TAX ON WINE.

(a) IN GENERAL.—Section 5041 of the 1986
Code (relating to imposition and rate of tax
on wine) is amended by redesignating sub-
section (d) as subsection (e) and by inserting
after subsection (c) the following new sub-
section:

“(d) TOLERANCES.—Where the Secretary
finds that the revenue will not be endan-
gered thereby, he may by regulation pre-
scribe tolerances (but not greater than % of
1 percent) for bottles and other containers,
and, if such tolerances are prescribed, no as-
sessment shall be made and no tax shall be
collected for any excess in any case where
the contents of a bottle or other container
are within the limit of the applicable toler-
ance prescribed.”

(b) ErrFecTivE DATE.—The amendment
made by subsection (a) shall apply to wine
removed after December 31, 1988.

SEC. 731. WHOLESALE DISTRIBUTORS TO ADMINIS-
TER CLAIMS FOR REFUND OF GASO-
LINE TAX.

(a) In GENERAL.—Subsection (a) of section
6416 of the 1986 Code (relating to certain
taxes and services) is amended by adding at
the end thereof the following new para-
graph:

“(4) WHOLESALE DISTRIBUTORS TO ADMINIS-
TER CREDITS AND REFUNDS OF GASOLINE TAX.—

“(A) IN GENERAL.—For purposes of this
subsection, a wholesale distributor who pur-
chases any product on which tax imposed
by section 4081 has been paid and who sells
the product to its ultimate purchaser shall
be treated as the person (and the only
person) who paid such tax,

“(B) WHOLESALE DISTRIBUTOR.—FOr pur-
poses of subparagraph (A), the term ‘whole-
sale distributor’ has the meaning given such
term by section 4092(b)2) (determined by
substituting ‘any product taxable under sec-
tion 4081 for ‘a taxable fuel' therein).”

(b) ErrecTIVE DATE.—The amendment
made by this section shall apply to fuel sold
by wholesale distributors (as defined in sec-
tion 6416(a)X4)B) of the 1986 Code, as
a.ddaed by this section) after September 30,
1988.

SEC. 732. ELECTION TO BE TREATED AS QUALIFIED
ELECTING FUND TO BE MADE BY TAX-
PAYER.

(a) GeNEraL RuLE.—Section 1285 of the
1986 Code (defining qualified electing fund)
is amended to read as follows:

“SEC. 1295. QUALIFIED ELECTING FUND.

“(a) GENERAL RULE.—For purposes of this
part, any passive foreign investment compa-
ny shall be treated as a qualified electing
fund with respect to the taxpayer if—

“(1) an election by the taxpayer under
subsection (b) applies to such company for
the taxable year, and

“(2) such company complies with such re-
quirements as the Secretary may prescribe
for purposes of—

“(A) determining the ordinary earnings
and net capital gain of such company, and
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“(B) otherwise carrying out the purposes
of this subpart.

“(b) ELECTION.—

“(1) IN GENERAL.—A taxpayer may make an
election under this subsection with respect
to any passive foreign investment company
for any taxable year of the taxpayer. Such
an election, once made with respect to any
company, shall apply to all subsequent tax-
able years of the taxpayer with respect to
such company unless revoked by the tax-
payer with the consent of the Secretary.

“({2) WHEN MADE.—An election under this
subsection may be made for any taxable
year at any time on or before the due date
(determined with regard to extensions) for
filing the return of the tax imposed by this
chapter for such taxable year. To the extent
provided in regulations, such an election
may be made later than as required in the
preceding sentence where the taxpayer fails
to make a timely election because the tax-
payer reasonably believed that the company
was not a passive foreign investment compa-
ny.”

(b) CONFORMING AMENDMENTS.—

(1) Paragraph (1) of section 1291(d) of the
1986 Code (as amended by title I) is amend-
ed by striking out ‘‘for each" in the material
preceding subparagraph (A) and inserting in
lieu thereof “with respect to the taxpayer
for each"”.

(2) Subparagraphs (A)(i) and (B)(i) of sec-
tion 1291(dX2) of the 1986 Code (as amend-
ed by title I) are each amended by striking
out “for a taxable year" and inserting in
lieu thereof “with respect to the taxpayer
for a taxable year".

(c) EFFECTIVE DATE.—

(1) In GENERAL.—The amendments made
by this section shall take effect as if includ-
ed in the amendments made by section 1235
of the Reform Act.

(2) TIME FOR MAKING ELECTION.—The
period during which an election under sec-
tion 1295(b) of the 1986 Code may be made
shall in no event expire before the date 60
days after the date of the enactment of this
Act.

SEC. 733. ELECTION TO CLAIM CERTAIN UNEARNED
INCOME OF CHILD ON PARENTS
RETURN.

(a) IN GENERAL.—Section 6012 of the 1986
Code (relating to persons required to make
returns of income) is amended by redesig-
nating subsection (e) as subsection (f) and
inserting after subsection (d) the following
new subsection:

“(e) ErectioNn To CraiM CeRTAIN UN-
EARNED INCOME OF CHILD ON PARENT'S
RETURN.—

*(1) IN GENERAL.—ANy child who—

“(A) has only qualified unearned income
for the taxable year,

*“(B) such unearned income is more than
$500 and less than $5,000, and

“(C) the parent of such child (as deter-
mined under section 1(iX5)) elects to claim
such income on his return,

shall not be required to file a return under
this section.

“(2) NO ELECTION IF ESTIMATED TAXES PAID
IN CHILD'S NAME.—Paragraph (1) shall not
apply in any taxable year in which estimat-
ed tax payments for such year are made in
the name and TIN of the child.

“(3) QUALIFIED UNEARNED INCOME.—For
purposes of this section, the term ‘qualified
unearned income' means—

“(A) interest payments,

“(B) dividend payments, and

*(C) Alaska Permanent Fund dividends.
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“(4) INCOME INCLUDED IN PARENT'S GROSS
iNcoME.—In the case of any parent making
an election under this subsection, any quali-
fied unearned income of the child for the
taxable year shall be included in such par-
ent’s gross income for such year (and not in
such child’s gross income) in an amount
equal to the excess (if any) of—

“(A) such qualified unearned income, over

‘“(B) the lesser of —

“(i) $500, or

“(ii) the taxable portion of such qualified
unearned income.

“5) REecuraTIONS.—The Secretary shall
issue such regulations as may be necessary
to carry out the purposes of this subsec-
tion."”

(b) ErrecTIVE DaATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1988.
SEC. 734. REPORT ON THE SMALL BUSINESS INNO-

VATION RESEARCH PROGRAM.

Subsection (a) of section 6 of the Small
Business Innovation Development Act of
1982 (15 U.S.C. 638, note) is amended by
striking out “December 31, 1988 and insert-
ing in lieu thereof “July 1, 1989".

SEC. 735. EXCHANGE OF INFORMATION.

Clause (i) of section 6103(b)5)B) of the
1986 Code (defining State) is amended by
striking out “2,000,000" and inserting in lieu
thereof *“250,000".

SEC. 736. STUDY ON HEALTH CARE COSTS RESULT-
ING FROM SMOKING.

(a) IN GENERAL—The Secretary of the
Treasury or his delegate shall, in consulta-
tion with the Surgeon General of the Public
Health Service, conduct an ongoing study
of—

(1) the public and private health care
costs incurred (with respect to smokers,
their spouses, and others) as a result of ciga-
rette smoking in the United States,

(2) the incidence of cigarette smoking i
the United States by adults and by teenage
and younger children, and

(3) the impact of the rate of the excise {ax
imposed by section 5701 of the Internal
Revenue Code of 1986 on cigarette smoking
by adults and by teenage and younger chil-
dren.

(b) ReporTs.—Reports of the study re-
quired by subsection (a) shall be submitted
every 2 years, with the 1st such report to be
submitted by January 1, 1989. Each such
report shall be submitted to the Committee
on Ways and Means of the House of Repre-
sentatives and the Committee on Finance of
the Senate.

PART V—TAX-EXEMPT BONDS

SEC. 737. AMENDMENT TO MORTGAGE BOND PUR-
CHASE PRICE REGULATIONS.

The Secretary of the Treasury or his dele-
gate shall amend the regulations relating to
mortgage bond purchase price require-
ments, with respect to any lease with a re-
maining term of at least 35 years and a spec-
ified ground rent for at least the first 10
years of such term but not for the entire
term, to provide for a capitalized value of
such lease equal to the present value of the
current ground rent projected over the re-
maining term of the lease and discounted at
3 percent or such other discount rate as the
Secretary establishes. If such amendment is
not made before the date of the enactment
of this Act, such regulations shall be consid-
ered to include such amendment with re-
spect to bonds issued after such date,
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SEC, 738, APPLICATION OF SECURITY INTEREST
TEST TO BOND FINANCING OF HAZ-
ARDOUS WASTE CLEAN-UP ACTIVI-
TIES.

Before January 1, 1989, the Secretary of
the Treasury or his delegate shall issue
guidance concerning the application of the
private security or payment test under sec-
tion 141(b)2) of the Internal Revenue Code
of 1986 to tax-exempt bond financing by
State and local governments of hazardous
waste clean-up activities conducted by such
governments where some of the activities
occur on privately owned land.

SEC. 739. CALCULATION OF INCOME LIMITS FOR
QUALIFIED MORTGAGE BOND FI-
NANCED HOMES IN HIGH HOUSING
COST AREAS.

(a) In GENERAL.—Section 143(f) of the
1986 Code (relating to income requirements)
is amended by adding at the end thereof the
following new paragraph:

*(6) ADJUSTMENT OF INCOME REQUIREMENT
BASED ON RELATION OF HIGH HOUSING COSTS TO
INCOME,—

“(A) In GENERAL.—If the residence (for
which financing is provided under the issue)
is located in a high housing cost area, the
percentage described in this paragraph shall
be determined under subparagraph (B) and
without regard to paragraph (4)(B).

“(B) INCOME REQUIREMENTS FOR RESIDENCES
IN HIGH HOUSING COST AREA.—The percentage
determined under this subparagraph for a
residence located in a high housing cost
area is the percentage (not greater than 140
percent) equal to the product of—

*(I) 115 percent, and

*“(II) the amount by which the housing
rost/income ratio for such area exceeds 0.2.

“(C) HIGH HOUSING COST AREAS.—For pur-
poses of this paragraph, the term ‘high
housing cost area’ means any statistical area
for which the housing cost/income ratio is
greater than 1.2,

‘(D) HOUSING COST/INCOME RATIO.—For
purposes of this paragraph—

“(i) IN GENERAL.—The term ‘housing cost/
income ratio’ means, with respect to any
statistical area, the number determined by
dividing—

“(I) the applicable housing price ratio for
such area, by

“(II) the ratio which the area median
gross income for such area bears to the
median gross income for the United States.

“(ii) APPLICABLE HOUSING PRICE RATIO.—FoOr
purposes of clause (i), the applicable hous-
ing price ratio for any area is the new hous-
ing price ratio or the existing housing price
ratio, whichever results in the housing cost/
income ratio being closer to 1.

“(iii) NEW HOUSING PRICE RATIO.—The new
housing price ratio for any area is the ratio
which—

‘“(I) the average area purchase price (as
defined in subsection (e)2)) for residences
described in subsection (e)3)(A) which are
located in such area bears to

“(I1) the average purchase price (deter-
mined in accordance with the principles of
subsection (e} 2)) for residences so described
which are located in the United States.

“(iv) EXISTING HOUSING PRICE RATIO.—The
existing housing price ratio for any area is
the ratio determined in accordance with
clause (iii) but with respect to residences de-
seribed in subsection (e)(3)X(B).”

(b) CONFORMING AMENDMENT.—Section
143(£)(1) of the 1986 Code is amended by
striking out “whose family income is 115
percent or less of the applicable median
family income’ and inserting in lieu thereof
“whose family income is the greater of—
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“(A) 115 percent or less of the applicable
median family income, or

“(B) the percentage described in para-
graph (5).”

(c) EFFECTIVE DATES.—

(1) IN GENERAL.—EXcept as otherwise pro-
vided in this subsection, the amendments
made by this section shall apply to bonds
issued, and nonissued bond amounts elected,
after December 31, 1988.

(2) SPECIAL RULES RELATING TO CERTAIN RE-
QUIREMENTS AND REFUNDING BONDS.—In the
case of a bond issued to refund (or which is
part of a series of bonds issued to refund) a
bond issued before January 1, 1989, the
amendments made by this section shall
apply to financing provided after the date
of issuance of the refunding issue.

SEC. 740. TAX-EXEMPT FINANCING FOR CERTAIN
RAIL FACILITIES.

(a) IN GENERAL.—Subsection (a) of section
142 of the 1986 Code (relating to exempt fa-
cility bonds) is amended—

(1) by striking out “or” at the end of para-
graph (9),

(2) by striking out the period at the end of
paragraph (10) and inserting in lieu thereof
“ or"”, and

(3) by adding at the end thereof the fol-
lowing new paragraph:

*“(11) high-speed intercity rail facilities.”

(b) DEFINITION AND SPECIAL RULES FOR
Hi1GH-SPEED INTERCITY RAIL FACILITIES.—

(1) IN GENERAL.—Section 142 of the 1986
Code is amended by adding at the end
thereof the following new subsection:

“(i) HiGH-SPEED INTERCITY RAIL FAcCILI-
TIES,—

“(1) For purposes of subsection (a)11),
the term ‘high-speed intercity rail facilities'
means any faeility (not including rolling
stock) for the fixed guideway rail transpor-
tation of passengers and their baggage be-
tween metropolitan statistical areas (within
the meaning of section 143(k}2XB)) using
vehicles that are reasonably expected to op-
erate at speeds in excess of 150 miles per
hour between scheduled stops, but only if
such facility will be made available to mem-
bers of the general public as passengers.

“(2) ELECTION BY NONGOVERNMENTAL
OWNERS.—A facility shall be treated as de-
scribed in subsection (a)(11) only if any
owner of such facility which is not a govern-
mental unit irrevocably elects not to claim—

“(A) any deduction under section 167 or
168, and

“(B) any credit under this subtitle,
with respect to the property to be financed
by the net proceeds of the issue.

“(3) USE oF PROCEEDS.—A bond issued as
part of an issue described in subsection
(a)11) shall not be considered an exempt
facility bond unless any proceeds not used
within a 3-year period of the date of the is-
suance of such bond are used (not later
than 6 months after the close of such
period) to redeem bonds which are part of
such issue."”

(2) USE OF FACILITIES.—Subsection (¢) of
section 142 of the 1986 Code (relating to
special rules for airport, docks and wharves,
and mass commuting facilities) is amend-
ed—

(A) by striking out “paragraph (1), (2), or
(3) of subsection (a)” each place it appears
in paragraphs (1) and (2) thereof and insert-
ing in lieu thereof “paragraph (1), (2), (3) or
(11) of subsection (a)”, and

(B) by striking out “anp Mass COMMUTING
FacrLiTies” in the heading thereof and in-
serting in lieu thereof “Mass COMMUTING
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FaciLITIES AND HIGH-SPEED INTERCITY RAIL
FacILiTies".

(3) PARTIAL EXCLUSION FROM VOLUME CAP.—
Paragraph (3) of section 146(g) of the 1986
Code (relating to an exception for certain
bonds) is amended—

(A) by striking out “and” at the end of
paragraph (2),

(B) by striking out the period at the end
of paragraph (3) and inserting in lieu there-
of ¥, and” and

(C) by adding at the end thereof the fol-
lowing new paragraph:

“(3) 75 percent of any exempt facility
bond issued as part of an issue described in
paragraph (11) of section 142(a) (relating to
high-speed intercity rail facilities.”

(4) LIMITATION REMOVED ON USE OF BOND
PROCEEDS FOR LAND ACQUISITION.—Paragraph
(3) of section 147(c) of the 1986 Code (relat-
ing to limitation on use for land acquisition)
is amended by inserting “high-speed inter-
city rail facility” after “mass commuting fa-
cility” each place it appears.

(5) SPECIAL RULE FOR PUBLIC APPROVAL.—
Paragraph (3) of section 147(f) of the 1986
Code (relating to public approval required
for private activity bonds) is amended—

(A) by inserting “or high-speed intercity
rail facilities” after “airport” each place it
appears, and

(B) by inserting ""OR HIGH-SPEED INTERCITY
RAIL FAcCILITIES" after “AIRPORTS” in the
heading thereof.

(¢) ErrFecTIVE DaTE.—The amendments
made by this section shall apply to bonds
issued after the date of enactment of this
Act.

SEC. 741. RULES RELATING TO REBATE ON EARN-
INGS ON BONA FIDE DEBT SERVICE
FUND.

(a) No ResaTe WHERE EARNINGS Do Not
Exceep $100,000.—Clause (ii) of section
148(f)X(4)(A) of the 1986 Code is amended by
striking “unless the issuer otherwise
elects,”.

(b) $100,000 LimiT Not To ArPLY TO CER-

TAIN IssuEs.—Subparagraph (A) of section
148(f)(4) of the 1986 Code is amended by
adding at the end thereof the following new
sentence:
“In the case of an issue no bond of which is
a private activity bond, clause (ii) shall be
applied without regard to the dollar limita-
tion therein if the average maturity of the
issue (determined in accordance with sec-
tion 14T(bX2)(A)) is at least 5 years and the
rates of interest on bonds which are part of
the issue do not vary during the term of the
issue.”

(c) EFFECTIVE DATE; SPECIAL RULES.—

(1) IN GENERAL.—The amendments made
by this section shall apply to bonds issued
after the date of the enactment of this Act.

(2) ELECTION FOR OUTSTANDING BONDS.—
Any issue of bonds other than private activi-
ty bonds outstanding as of the date of the
enactment of this Act shall be allowed a 1-
time election to apply the amendments
made by subsection (b) to amounts deposit-
ed after such date in bona fide debt service
funds of such bonds,

(3) DEFINITION OF PRIVATE ACTIVITY
BoND.—For purposes of this section and the
last sentence of section 148(f)(4)(A) of the
1986 Code (as added by subsection (b)), the
term ‘private activity bond’ shall include
any qualified 501(cX3) bond (as defined
under section 145 of the 1986 Code).
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PART VI—-MISCELLANEOUS PROVISIONS

SEC. 741. APPLICATION OF NET OPERATING LOSS
LIMITATIONS TO BANKRUPTCY REOR-
GANIZATIONS.

(a) TIME FOR DETERMINING WHETHER OWN-
ERSHIP CHANGE Occurs.—Section 621(f)(5) of
the Tax Reform Act of 1986 is amended by
adding at the end thereof the following new
sentence: “The determination as to whether
an ownership change has occurred during
the period beginning January 1, 1987, and
ending on the final settlement of any reor-
ganization or proceeding described in the
preceding sentence shall be redetermined as
of the time of such final settlement."”

(b) ELecTION TO HAVE NEW RULES APPLY.—
Section 621(f)(5) of the Tax Reform Act of
1986 is amended by striking out “In" and in-
serting in lieu thereof “Unless the taxpayer
elects not to have the provisions of this
paragraph apply, in”.,

(¢) EFFeECTIVE DaATE.—The amendments
made by this section shall take effect as if
included in section 621(f}5) of the Tax
Reform Act of 1986.

SEC. 742. DEFINITION OF LARGE BANK.

(a) IN GENERAL.—Paragraph (2) of section

585(c) of the 1986 Code is amended by
adding at the end thereof the following new
sentence:
“If all the stock of a member of a parent-
subsidiary controlled group is held by such
group, is sold to one or more unrelated per-
sons, the taxable years for which such
member was treated as a large bank under
subparagraph (B) by reason of membership
in such group shall not be taken into ac-
count under this paragraph for taxable
yvears beginning after such sale.”

(b) ErrecTivE DATE—The amendment
made by subsection (a) shall take effect as if
included in the amendments made by sec-
tion 901(aX2) of the Reform Act.

SEC. 743. INTEREST EARNED BY BROKERS OR
DEALERS NOT TAKEN INTO ACCOUNT
AS PERSONAL HOLDING COMPANY
INCOME.

(a) In GENERAL.—Paragraph (1) of section
543(a) of the 1986 Code is amended by strik-
ing out “and” at the end of subparagraph
(B), by striking out the period at the end of
subparagraph (C) and inserting in lieu
thereof ", and” and by adding at the end
thereof the following new subparagraph:

‘(D) interest received by a broker or
dealer (within the meaning of section 3(a)
(4) or (5) of the Securities and Exchange
Act of 1934) in connection with—

“(i) any securities or money market in-
struments held as property described in sec-
tion 1221(1),

“(ii) margin accounts, or

“(iil) any financing for a customer secured
by securities or money market instru-
ments."

(b) ErrecTivE DATE—The amendments
made by this section shall apply to interest
received after the date of the enactment of
this Act, in taxable years ending after such
date.

SEC. 744, TREATMENT OF CERTAIN INSTRUMENTS
UNDER FOREIGN CURRENCY RULES.

(a) GENERAL RuLE—Clause (iii) of section
988(c)(1XB) of the 1986 Code (as amended
by title I) is amended by striking out
“‘unless such instrument would be marked
to market under section 1256 if held on the
last day of the taxable year".

(b) TECHNICAL AMENDMENTS.—

(1) Paragraph (1) of section 988(a) of the
1986 Code is amended by adding at the end
thereof the following new subparagraph:
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*(C) APPLICATION OF SUBPARAGRAPH (B) IN
THE CASE OF CERTAIN TRADERS.—In the case of
any instrument—

“(i) which would be marked to market
under section 1256 if held on the last day of
the taxable year, and

“(ii) which was entered into or acquired
by the taxpayer in the active conduct of the
trade or business of trading such instru-
ments,

to the extent provided in regulations, sub-
paragraph (B) shall be applied without
regard to the requirement that the instru-
ment not be part of a straddle and without
regard to the identification requirement
contained therein."

(2) Paragraph (1) of section 988(d) of the
1986 Code is amended by striking out the
second sentence and inserting in lieu there-
of the following: “For purposes of the pre-
ceding sentence, the term ‘section 988 trans-
action’ shall not include any transaction
with respect to which an election is made
under subsection (a)(1)}(B).”

(¢) ErrFeEcTIVE DATE.—The amendments
made by this section shall apply with re-
spect to forward contracts, future contracts,
options, and similar financial instruments
entered into or acquired after September 8,
1988,

SEC. 745. DUAL RESIDENT COMPANIES.

(a) GENERAL RULE.—In the case of a trans-
action which—

(1) involves the transfer after the date of
the enactment of this Act by a domestic cor-
poration, with respect to which there is a
qualified excess loss account, of its assets
and liabilities to a foreign corporation in ex-
change for all of the stock of such foreign
corporation, followed by the complete ligui-
dation of the domestic corporation into the
common parent, and

(2) qualifies, pursuant to Revenue Ruling
87-217, as a reorganization which is described
in section 368(a)(1)(F) of the 1986 Code,
then, solely for purposes of applying Treas-
ury Regulation section 1.1502-19 to such
qualified excess loss account, such foreign
corporation shall be treated as a domestic
corporation in determining whether such
foreign corporation is a member of the af-
filiated group of the common parent.

(b) TREATMENT OF INCOME OF NEW FOREIGN
CORPORATION,—

(1) IN GENERAL.—IN any case to which sub-
section (a) applies, for purposes of the 1986
Code—

(A) the source and character of any item
of income of the foreign corporation re-
ferred to in subsection (a) shall be deter-
mined as if such foreign corporation were a
domestic corporation,

(B) the net amount of any such income
shall be treated as subpart F income (with-
out regard to section 952(c) of the 1986
Code), and

(C) the amount in the qualified excess loss
account referred to in subsection (a) shall—

(i) be reduced by the net amount of any
such income, and

(ii) be increased by the amount of any
such income distributed directly or indirect-
ly to the common parent described in sub-
section (a).

(2) LimrtaTioN.—Peragraph (1) shall
apply to any item of income only to the
extent that the net amount of such income
does not exceed the amount in the qualified
excess loss account after being reduced
under paragraph (1XC) for prior income.

(3) BASIS ADJUSTMENTS NOT APPLICABLE.—
To the extent paragraph (1) applies to any
item of income, there shall be no increase in
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basis under section 961(a) of such Code on
account of such income (and there shall be
no reduction in basis under section 961(b) of
such Code on account of an exclusion attrib-
utable to the inclusion of such income).

(4) RECOGNITION OF GAIN.—For purposes of
paragraph (1), if the foreign corporation re-
ferred to in subsection (a) transfers any
property acquired by such foreign corpora-
tion in the transaction referred to in subsec-
tion (a) (or transfers any other property the
basis of which is determined in whole or in
part by reference to the basis of property so
acquired) and (but for this paragraph) there
is not full recognition of gain on such trans-
fer, the excess (if any) of —

(A) the fair market value of the property
transferred, over

(B) its adjusted basis,

shall be treated as gain from the sale or ex-
change of such property and shall be recog-
nized notwithstanding any other provision
of law. Proper adjustment shall be made to
the basis of any such property for gain rec-
ognized under the preceding sentence.

(¢) DeEFINTTIONS.—For purposes of this sec-
tion—

(1) ComMoN PARENT.—The term ‘‘common
parent” means the common parent of the
affiliated group which included the domes-
tic corporation referred to in subsection
(a)1).

(2) QUALIFIED EXCESS LOSS AcCOUNT.—The
term ‘“‘qualified excess loss account” means
any excess loss account (within the meaning
of the consolidated return regulations) to
the extent such account is attributable—

(A) to taxable years beginning before Jan-
uary 1, 1988, and

(B) to periods during which the domestic
corporation was subject to an income tax of
a foreign country on its income on a resi-
dence basis or without regard to whether
such income is from sources in or outside of
such foreign country.

The amount of such account shall be deter-
mined as of immediately after the transac-
tion referred to in subsection (a) and with-
out, except as provided in subsection (b),
diminution for any future adjustment.

(3) NeT amouNT.—The net amount of any
item of income is the amount of such
income reduced by allocable deductions as
determined under the rules of section
954(b)(5) of the 1986 Code.

(4) SECOND SAME COUNTRY CORPORATION
MAY BE TREATED AS DOMESTIC CORPORATION IN
CERTAIN CASES.—If—

(A) another foreign corporation acquires
from the common parent stock of the for-
eign corporation referred to in subsection
(a) after the transaction referred to in sub-
section (a),

(B) both of such foreign corporations are
subject to the income tax of the same for-
eign country on a residence basis, and

(C) such common parent complies with
such reporting requirements as the Secre-
tary of the Treasury or his delegate may
prescribe for purposes of this paragraph,
such other foreign corporation shall be
treated as a domestic corporation in deter-
mining whether the foreign corporation re-
ferred to in subsection (a) is a member of
the affiliated group referred to in subsec-
tion (a) (and the rules of subsection (b)
shall apply (i) to any gain of such other for-
eign corporation on any disposition of such
stock, and (ii) to any other income of such
other foreign corporation except to the
extent it establishes to the satisfaction of
the Secretary of the Treasury or his dele-
gate that such income is not attributable to
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property acquired from the foreign corpora-

tion referred to in subsection (a)).

SEC. 746, TREATMENT OF INSURANCE COMPANIES
UNDER CHAIN DEFICIT RULE.

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 952(c) 1) of the 1986 Code is amended
by adding at the end thereof the following
new clause:

“(vii) SPECIAL
INCOME.—

“(I) IN GENERAL.—AnN election may be made
under this clause to have section 953(a) ap-
plied for purposes of this title without
regard to the same country exception under
paragraph (1XA) thereof. Such election,
once made, may be revoked only with the
consent of the Secretary.

“(I1I) SPECIAL RULES FOR AFFILIATED
GrROUPS.,—In the case of an affiliated group
of corporations (within the meaning of sec-
tion 1504 but without regard to section
1504(b)(3) and by substituting ‘more than 50
percent’ for ‘at least 80 percent’ each place
it appears), no election may be made under
subelause (I) for any controlled foreign cor-
poration unless such election is made for all
other controlled foreign corporations who
are members of such group and who were
created or organized under the laws of the
same country as such controlled foreign cor-
poration, For purposes of clause (v), in de-
termining whether any controlled corpora-
tion described in the preceding sentence is a
qualified insurance company, all such corpo-
rations shall be treated as 1 corporation.”

(b) ErFecTiVE DaTE.—The amendment
made by this section shall take effect as if
included in the amendments made by sec-
tion 1221(f) of the Reform Act.

SEC. 747, INVESTMENT IN QUALIFIED CARIBBEAN
BASIN COUNTRIES.

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 936(d)(4) of the 1986 Code is amended
by inserting “and the Virgin Islands™ after
“section 274(h)(6)(A)",

(b) EFFECTIVE DATE,—The amendment
made by this section shall apply to invest-
ments made after the date of the enactment
of this Act.

SEC. 748. TREATMENT OF CERTAIN INSURANCE
BRANCHES OF FOREIGN CORPORA-
TIONS.

(a) GeNeErAL Rure.—Section 964 of the
1986 Code (relating to miscellaneous provi-
sions) is amended by adding at the end
thereof the following new subsection:

“(d) TREATMENT OF CERTAIN BRANCHES.—

“(1) IN GENERAL.—For purposes of this
chapter, section 6038, section 6046, and such
other provisions as may be specified in regu-
lations—

“(A) a qualified insurance branch of a con-
trolled foreign corporation shall be treated
as a separate foreign corporation created
under the laws of the foreign country with
respect to which such branch qualifies
under paragraph (2), and

“(B) except as provided in regulations, any
amount directly or indirectly transferred or
credited from such branch to one or more
other accounts of such controlled foreign
corporation shall be treated as a dividend
paid to such controlled foreign corporation.

“(2) QUALIFIED INSURANCE BRANCH.—For
purposes of paragraph (1), the term ‘quali-
fied insurance branch’' means any branch of
a controlled foreign corporation which is li-
censed and predominantly engaged on a per-
manent basis in the active conduct of an in-
surance business in a foreign country if—

“(A) separate books and accounts are
maintained for such branch,

“(B) the principal place of business of
such branch is in such foreign country,
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“(C) such branch would be taxable under
subchapter L if it were a separate domestic
corporation, and

“(D) an election under this paragraph ap-
plies to such branch.

An election under this paragraph shall
apply to the taxable year for which made
and all subsequent taxable years unless re-
voked with the consent of the Secretary.

“(3) RecurLaTioNsS.—The Secretary shall
prescribe such regulations as may be neces-
sary or appropriate to carry out the pur-
poses of this subsection.”

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to tax-
able years of foreign corporations beginning
after December 31, 1988.

SEC. 749. TREATMENT OF CERTAIN UNITED STATES
OBLIGATIONS HELD BY POSSESSION
BANKS.

(a) IN GENERAL.—Subsection (e) of section
882 of the 1986 Code is amended—

(1) by inserting “which is not portfolio in-
terest (as defined in section 881(c)2)"”
before “shall”, and

f*:2,\ by striking out the last sentence there-
of.
(b) Excrusion FroM BRANCH PROFITS
Tax.—Paragraph (2) of section 884(d) of the
1986 Code is amended by striking out “or”
at the end of subparagraph (C), by striking
out the period at the end of subparagraph
(D) and inserting in lieu thereof *, or” and
by inserting after subparagraph (D) the fol-
lowing new subparagraph:

“(E) income treated as effectively connect-
ed with the conduct of a trade or business
within the United States under section
882(e).”

(c) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to tax-
able years beginning after December 31,
1988.

SEC. 750. NONCONVENTIONAL FUELS CREDIT.

(a) INn GeNErRAL.—Section 53(d)X1XB) of
the 1986 Code (relating to credit not allowed
for exclusion preferences) is amended by
adding at the end thereof the following new
clause:

*“(iil) SeeciaL RULE.—The adjusted net min-
imum tax for the taxable year shall be in-
creased by the amount of the credit not al-
lowed under section 29 (relating to credit
for producing fuel from a nonconventional
source) solely by reason of the application
of section 29(b)5XB)."

(b) ErrecTIVE DaATE.—The amendment
made by this section shall take effect as if
included in the amendments made by sec-
tion 701 of the Tax Reform Act of 1986.

SEC. 751, ONE-YEAR EXTENSION OF CREDIT FOR
PRODUCING FUEL FROM A NONCON-
VENTIONAL SOURCE.

Clauses (i) and (ii) of section 29(f)(1)(A) of
the 1986 Code (relating to application of
section) are each amended by striking out
“January 1, 1990” and inserting in lieu
thereof “January 1, 1991".

SEC. 752. SMALL PRODUCERS EXEMPT FROM OCCU-
PATIONAL TAX ON DISTILLED SPIRITS
PLANTS.

(a) IN GeNerRAL.—Section 5081 of the 1986
Code (relating to imposition and rate of oc-
cupational tax) is amended by adding at the
end thereof the following new subsection:

“(c) EXEMPTION FOR SMALL PRODUCERS.—
Subsection (a) shall not apply with respect
to any taxpayer who is a proprietor of an el-
igible distilled spirits plant (as defined in
section 5181(c)(4).”

(b) CONFORMING AMENDMENT.—Paragraph
(1) of section 5081(b) of the 1986 Code (re-
lating to reduced rates for small propri-
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etors) is amended by inserting ‘‘not de-
scribed in subsection (¢)" after “‘taxpayer”.

(c) EFFECTIVE DATE.—The amendment
made by this section shall take effect on
July 1, 1989.

SEC. 753. CERTAIN REPLEDGES PERMITTED.

(a) GENEraL RuLeE.—For purposes of sec-
tion 453A(d) of the 1986 Code (relating to
pledges, ete., of installment obligations), the
refinancing of any indebtedness which was
outstanding on December 17, 1987, and
which was secured on that date and all
times thereafter before such refinancing by
a pledge of an installment obligation shall
be treated as a continuation of the refi-
nanced indebtedness if—

(1) the taxpayer is required by the credi-
tor of the indebtedness to be refinanced to
refinance such indebtedness, and

(2) the refinancing is not with such credi-
tor or a person related to such creditor.

(b) LIMITATION ON PRINCIPAL AMOUNT.—
Subsection (a) shall not apply to the extent
that the principal amount of the indebted-
ness resulting from the refinancing exceeds
the principal amount of the refinanced in-
debtedness immediately before the refinanc-
ing.

(¢) LIMITATION ON EXTENSION OF TERM OF
REFINANCING.—Notwithstanding subsection
(a), if the term of the indebtedness resulting
from the refinancing exceeds the term of
the refinanced indebtedness, upon the expi-
ration of the term of the refinanced indebt-
edness as in effect before the refinancing,
the outstanding balance of the indebtedness
resulting from the refinancing shall be
treated as a payment received on any in-
stallment obligation which secures such in-
debtedness.

(d) ErrecTIVE DaTE.—This section shall
apply as if included in the provisions of sec-
tion 10202 of the Revenue Act of 1987.

SEC. 754. TREATMENT OF INDIRECT HOLDINGS
THROUGH TRUSTS UNDER SECTION 448
OF THE 1986 CODE.

(a) GENERAL RULE.—Paragraph (2) of sec-

tion 448(d) of the 1986 Code (defining quali-
fied personal service corporation) is amend-
ed by adding at the end thereof the follow-
ing new sentence:
“To the extent provided in regulations
which shall be prescribed by the Secretary,
indirect holdings through a trust shall be
taken into account under subparagraph
(B).”

(b) ErFFeCTIVE DATE.—The amendment
made by subsection (a) shall apply to tax-
able years beginning after December 31,
1986.

SEC. 755. JURY DUTY PAY REMITTED TO AN INDI-
VIDUAL'S EMPLOYER ALLOWED AS A
DEDUCTION IN COMPUTING GROSS
INCOME.

(a) In GenNeErAaL.—Part VII of subchapter B
of chapter 1 of the 1986 Code (relating to
additional itemized deductions for individ-
uals) is amended by redesignating section
220 as section 221 and by inserting after sec-
tion 219 the following new section:

“SEC. 220. JURY DUTY PAY REMITTED TO EMPLOY-

“If—

“(1) an individual receives payment for
the discharge of jury duty, and

“(2) the employer of such individual re-
quires the individual to remit any portion of
such payment to the employer in exchange
for payment by the employer of compensa-
tion for the period the individual was per-
forming jury duty,
then there shall be allowed as a deduction
the amount so remitted."”.
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(b) DeEpUCTION ALLOWED IN ARRIVING AT
AnjusTEp Gross INcoME.—Subsection (a) of
section 62 of the 1986 Code (defining adjust-
ed gross income) is amended by inserting
after paragraph (12) the following new
paragraph:

“(13) JURY DUTY PAY REMITTED TO EMPLOY-
ErR.—The deduction allowed by section 220.".

(c) CreEricaL AMENDMENT.—The table of
sections for part VII of subchapter B of
chapter 1 of the 1986 Code is amended by
striking out the item relating to section 220
and inserting in lieu thereof the following
new items:

“Sec. 220, Jury duty pay remitted to em-
ployer.
“Sec. 221. Cross references.”.

(d) EffFecTIVE DATE.—The amendments
made by this section shall apply as if includ-
ed in the amendments made by section 132
of the Tax Reform Act of 1986.

SEC. 756. EXCLUDE STRUCTURED SETTLEMENT AR-
RANGEMENTS FROM MINIMUM TAX.

(a) In GENERAL.—The last sentence of sec-
tion 56(g)4)B)iii) of the 1986 Code (as
amended by title I) is amended to read as
follows: “The preceding sentence shall not
apply to any annuity contract which is held
under a plan described in section 403(a) or
which is described in section T2(uX3)XC)."

(b) EFFECTIVE DaTE.—~The amendment
made by subsection (a) shall take effect as if
included in the amendments made by sec-
tion 701 of the Reform Act.

SEC. 757. CERTAIN CREDITOR RIGHTS PERMITTED
UNDER STRUCTURED SETTLEMENT
RULES.

(a) IN GENERAL.—Subsection (¢) of section
130 of the 1986 Code (relating to certain
personal injury liability assignments) is
amended—

(1) by striking out subparagraph (C) of
paragraph (2) and redesignating subpara-
graphs (D) and (E) of paragraph (2) as sub-
paragraphs (C) and (D), respectively, and

(2) by adding at the end thereof the fol-

lowing new sentence:
“The determination for purposes of this
chapter of when the recipient is treated as
having received any payment with respect
to which there has been a qualified assign-
ment shall be made without regard to any
provision of such assignment which grants
the recipient rights as a creditor greater
than those of a general creditor.”

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to assign-
ments after the date of the enactment of
this Act.

SEC. 758, NONPROFIT HOSPITAL INSURERS,

(a) IN GeENErRAL.—In the case of taxable
vears beginning after December 31, 1986,
and before January 1, 1989, for purposes of
determining the amount of the deduction
under section 832(b)5)A)ii) of the 1986
Code of any qualified nonprofit hospital in-
surer who elects the application of this sec-
tion, the amount of discounted unpaid
losses shall be increased by an amount equal
to 20 percent (10 percent in the case of a
taxable year beginning in 1988) of the
excess (if any) of—

(1) the undiscounted unpaid losses deter-
mined under section 846(b) of the 1986 Code
for such taxable year, over

(2) the discounted unpaid losses deter-
mined under section 846(a) of the 1986 Code
for such taxable year.

(b) QUALIFIED NONPROFIT HOSPITAL INSUR-
er.—For purposes of this section, the term
“qualified nonprofit hospital insurer”
means any domestic insurance company
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(other than a life insurance company) if for
the taxable year to which the election
under subsection (a) applies—

(1) 75 percent or more of the value and
the voting rights of such company are
owned, or considered as owned under sec-
tion 267(c) of the 1986 Code, by nonprofit
health care facilities or by a trade associa-
tion of such facilities,

(2) a majority of the insurance or reinsur-
ance provided by such company covers risk
of nonprofit health care facilities, and

(3) at least 75 percent of the insurance
business of such company is medical mal-
practice or general liability insurance.

For purposes of this subsection, the term
“voting rights" includes voting rights exer-
cisable by policyholders of a mutual or re-
ciprocal insurer or reinsurer.

(¢) ELEcTION.—AnN election under this sec-
tion shall be made on the return of income
tax for the taxpayer's first taxable year be-
ginning after December 31, 1986.

(d) FresH START Provisions.—If an elec-
tion is made under this section by an insur-
er, paragraphs (2) and (3) of section 1023(e)
of the Tax Reform Act of 1986 shall be ap-
plied with respect to the 1st 3 taxable years
of such insurer beginning after December
31, 1986.

SEC. 759, APPLICATION OF SECTION 912 TO JUDI-
CIAL EMPLOYEES.

(a) INn GEeENErRaL.—Section 912(2) of the
1986 Code is amended by inserting '(or in
the case of judicial officers or employees of
the United States, in accordance with rules
similar to such regulations)" after “Presi-
dent".

(b) EFFeECTIVE DATE.—The amendment
made by subsection (a) shall apply to allow-
ances received after October 12, 1987, in tax-
able years ending after such date.

SEC. 760. BUSINESS USE OF AUTOMOBILES BY
RURAL MAIL CARRIERS.

(a) GeENERAL RULE.—In the case of any em-
ployee of the United States Postal Service
who performs services involving the collec-
tion and delivery of mail on a rural route,
such employee shall be permitted to com-
pute the amount allowable as a deduction
under chapter 1 of the Internal Revenue
Code of 1986 for the use of an automobile in
performing such services by using a stand-
ard mileage rate for all miles of such use
equal to 150 percent of the basic standard
rate.

(b) SussecTIiON (a) Nor To APPLY IF EM-
PLOYEE CraimMs DEPRECIATION DEDUCTIONS
FOR AUTOMOBILE.—Subsection (a) shall not
apply with respect to any automobile if, for
any taxable year beginning after December
31, 1987, the taxpayer claimed depreciation
deductions for such automobile.

(¢) Basic STanpArRD RATE.—For purposes of
this section, the term “basic standard rate”
means the standard mileage rate which is
prescribed by the Secretary of the Treasury
or his delegate for computing the amount of
the deduction for the business use of an
automobile and which—

(1) is in effect at the time of the use re-
ferred to in subsection (a),

(2) applies to an automobile which is not
fully depreciated, and

(3) applies to the first 15,000 miles (or
such other number as the Secretary of the
Treasury or his delegate may hereafter pre-
scribe) of business use during the taxable
year.

(d) EfrFecTive DaTE.—The provisions of
this section shall apply to taxable years be-
ginning after December 31, 1987.
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SEC. 761. ETHYL ALCOHOL AND MIXTURES FOR
FUEL USE.

Section 1910 of the Omnibus Trade and
Competitiveness Act of 1988 is amended by
adding at the end thereof the following new
subsection:

“(c) APPLICATION OF AMENDMENTS.—The
amendments made by this section shall
apply with respect to ethyl alcohol, and
mixtures of ethyl alcohol, entered—

“(1) during the period beginning on
August 23, 1988, ard ending on the date of
enactment of the Technical Corrections Act
of 1988, and

“(2) after the date, if any, on which the
Secretary of Agriculture, the Secretary of
Energy, and the Secretary of the Treasury,
acting jointly, submit to the Congress, and
publish in the Federal Register, a written
statement certifying that the domestic
ethyl alcohol production industry is not
fully meeting demand for ethyl alcohol in
the United States and that the quantity of
ethyl alecohol, and mixtures of ethyl aleohol,
that would be imported into the customs
territory of the United States free of duty
by reason of the amendments made by this
section is necessary to maintain adequate
supplies of ethyl alcohol for consumers in
the United States.”.

SEC. 762. CERTAIN EMPLOYER PENSION CONTRIBU-
TIONS NOT INCLUDED IN FICA WAGE
BASE.

Any State or political subdivision thereof
which—

(1) has relied in good faith on any letter
ruling of the Internal Revenue Service
issued after December 31, 1983, maintaining
that any amount treated as an employer
contribution under section 414(h)(2) of the
Internal Revenue Code of 1986 is excluded
from the definition of “wages” for purposes
of tax liability under section 3121(v)(1)XB)
of such Code, and

(2) has not paid such tax based on such re-
liance,
shall be relieved of any such liability arising
from a finding that such contribution was in
fact under a salary reduction agreement for
the period ending with the earlier of the
date of the enactment of this Act or receipt
of a notice of revocation of the letter ruling
by the Internal Revenue Service.

Subtitle C—Extension of Expiring Provisions and
Other Substantive Provisions
PART I—=TAXPAYER BILL OF RIGHTS
SEC. 763. SHORT TITLE.

This part may be cited as the “Omnibus

Taxpayer Bill of Rights”.
Subpart A—Taxpayer Rights
SEC. 764. DISCLOSURE OF RIGHTS OF TAXPAYERS.

(a) In GENERAL.—The Secretary of the
Treasury shall, as soon as practicable, but
not later than 180 days after the date of the
enactment of this Act, prepare a statement
which sets forth in simple and nontechnical
terms—

(1) the rights of a taxpayer and the obli-
gations of the Internal Revenue Service
(hereinafter in this section referred to as
the “Service”) during an audit;

(2) the procedures by which a taxpayer
may appeal any adverse decision of the
Service (including administrative and judi-
cial appeals);

(3) the procedures for prosecuting refund
clacilma and filing of taxpayer complaints;
an

(4) the procedures which the Service may
use in enforcing the internal revenue laws
(including assessment, jeopardy assessment,
levy and distraint, and enforcement of
liens).
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(b) TRANSMISSION TO COMMITTEES OF CoN-
GRESS.—The Secretary of the Treasury shzll
transmit drafts of the statement required
under subsection (a) (or proposed revisions
of any such statement) to the Committee on
Ways and Means of the House of Represent-
atives, the Committee on Finance of the
Senate, and the Joint Committee on Tax-
ation on the same day. Any draft (or any re-
vision of a draft) of the statement may not
be distributed under subsection (c) until 90
days after the date it was transmitted to
such committees.

(c) DistriBuTiON.—The statement pre-
pared in accordance with subsections (a)
and (b) shall be distributed by the Secretary
of the Treasury to all taxpayers the Secre-
tary contacts with respect to the determina-
tion or collection of any tax (other than by
providing tax forms). The Secretary shall
take such actions as the Secretary deems
necessary to ensure that such distribution
does not result in multiple statements being
sent to any one taxpayer.

SEC. 765. PROCEDURES INVOLVING TAXPAYER
INTERVIEWS.

(a) IN GENERAL.—Chapter 77 of the 1986
Code (relating to miscellaneous provisions)
is amended by adding at the end thereof the
following new section:

“SEC. 7520. PROCEDURES INVOLVING TAXPAYER
INTERVIEWS.

*(a) RECORDING OF INTERVIEWS.—

“(1) RECORDING BY TAXPAYER.—ANy officer
or employee of the Internal Revenue Serv-
ice in connection with any in-person inter-
view with any taxpayer relating to the de-
termination or collection of any tax shall,
upon advance request of such taxpayer,
allow the taxpayer to make an audio record-
ing of such interview at the taxpayer's own
expense and with the taxpayer's own equip-
ment.

*“(2) RECORDING BY IRS OFFICER OR EMPLOY-
EE.—An officer or employee of the Internal
Revenue Service may record any interview
described in paragraph (1) if such officer or
employee—

“(A) informs the taxpayer of such record-
ing prior to the interview, and

“(B) upon request of the taxpayer, pro-
vides the taxpayer with a transcript or copy
of such recording but only if the taxpayer
provides reimbursement for the cost of the
transcription and reproduction of such tran-
script or copy.

“(b) SAFEGUARDS.—

“(1) EXPLANATIONS OF PROCESSES,—AnN offi-
cer or employee of the Internal Revenue
Service shall before or at an initial interview
provide to the taxpayer—

“(A) in the case of an audit interview, an
explanation of the audit process and the
taxpayer's rights under such process, or

“(B) in the case of a collection interview,
an explanation of the collection process and
the taxpayer’s rights under such process,

Such officer or employee shall notify the
taxpayer at such interview if the case has
been referred to the Criminal Investigation
Division of the Internal Revenue Service.
“(2) RIGHT OF CONSULTATION.—If the tax-
payer clearly states to an officer or employ-
ee of the Internal Revenue Service at any
time during any interview (other than an
interview initiated by an administrative
summons issued under subchapter A of
chapter 78) that the taxpayer wishes to con-
sult with an attorney, certified public ac-
countant, enrolled agent, enrolled actuary,
or any other person permitted to represent
the taxpayer before the Internal Revenue
Service, such officer or employee shall sus-
pend such interview regardless of whether
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the taxpayer may have answered one or
more questions.

“(c) REPRESENTATIVES HOLDING POWER OF
ATTORNEY.—Any attorney, certified public
accountant, enrolled agent, enrolled actu-
ary, or any other person permitted to repre-
sent the taxpayer before the Internal Reve-
nue Service who is not disbarred or suspend-
ed from practice before the Internal Reve-
nue Service and who has a written power of
attorney executed by the taxpayer may be
authorized by such taxpayer to represent
the taxpayer in any interview described in
subsection (a). An officer or employee of the
Internal Revenue Service may not require a
taxpayer to accompany the representative
in the absence of an administrative sum-
mons issued to the taxpayer under subchap-
ter A of chapter 78. Such an officer or em-
ployee, with the consent of the immediate
supervisor of such officer or employee, may
notify the taxpayer directly that such offi-
cer or employee believes such representative
is responsible for unreasonable delay or hin-
drance of an Internal Revenue Service ex-
amination or investigation of the taxpayer.

“(d) SEctioN Not To APPLY TO CERTAIN IN-
VESTIGATIONS.—This section shall not apply
to criminal investigations or investigations
relating to the integrity of any officer or
employee of the Internal Revenue Service.”

(b) RecurATIONS WITH RESPECT TO TIME
AND PLACE oF ExaminaTioN.—The Secretary
of the Treasury or the Secretary’s delegate
shall issue regulations to implement subsec-
tion (a) of section 7605 of the 1986 Code (re-
lating to time and place of examination)
within 1 year after the date of the enact-
ment of this Act.

(c) CLERICAL AMENDMENT.—The table of
sections for chapter 77 of the 1986 Code is
amended by adding at the end thereof the
following new item:

“Sec. 7520. Procedures involving taxpayer
interviews."”

(d) ErrFecTIiVE DATE.—The amendments
made by subsections (a) and (c) shall apply
to interviews conducted on or after the date
which is 30 days after the date of the enact-
ment of this Act.

SEC. 766. TAXPAYERS MAY RELY ON WRITTEN
ADVICE OF INTERNAL REVENUE
SERVICE.

(a) In GENERAL.—Section 6404 of the 1986
Code (relating to abatements) is amended
by adding at the end thereof the following
new subsection:

“(f) ABATEMENT OF ANY PENALTY OR ADDI-
TION To TAX ATTRIBUTAELE TO ERRONEOUS
WRITTEN ADVICE BY THE INTERNAL REVENUE
SERVICE.—

“(1) In cGeENErRaAL.—The Secretary shall
abate any portion of any penalty or addition
to tax attributable to erroneous advice fur-
nished to the taxpayer in writing by an offi-
cer or employee of the Internal Revenue
Service, acting in such officer's or employ-
ee’s official capacity.

“(2) LimiTaTIONS.—Paragraph
apply only if—

“(A) the written advice was reasonably
relied upon by the taxpayer and was in re-
sponse to a specific written request of the
taxpayer, and

“(B) the portion of the penalty or addition
to tax did not result from a failure by the
taxpayer to provide adequate or accurate in-
formation.”

(b) ErrFecTIVE DATE.—The amendment
made by subsection (a) shall apply with re-
spect to advice requested on or after the
date of the enactment of this Act.

(1) shall
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SEC. 767. TAXPAYER ASSISTANCE ORDERS.

(a) IN GENERAL.—Subchapter A of chapter
80 of the 1986 Code (relating to general
rules for application of the internal revenue
laws) is amended by adding at the end
thereof the following new section:

“SEC. 7811. TAXPAYER ASSISTANCE ORDERS.

“(a) AvtHORITY To Issue.—Upon applica-
tion filed by a taxpayer with the Office of
Ombudsman (in such form, manner, and at
such time as the Secretary shall by regula-
tions prescribe), the Ombudsman may issue
a Taxpayer Assistance Order if, in the de-
termination of the Ombudsman, the taxpay-
er is suffering or about to suffer a signifi-
cant hardship as a result of the manner in
which the internal revenue laws are being
administered by the Secretary.

“(b) TErRMS OF A TAXPAYER ASSISTANCE
OrpER.—The terms of a Taxpayer Assist-
ance Order may require the Secretary—

“(1) to release property of the taxpayer
levied upon, or

“(2) to cease any action, or refrain from
taking any action, with respect to the tax-
payer under—

“(A) chapter 64 (relating to collection),

“(B) subchapter B of chapter 70 (relating
to bankruptey and receiverships),

“(C) chapter 78 (relating to discovery of li-
ability and enforcement of title), or

“(D) any other provision of law which is
specifically described by the Ombudsman in
such order.

“(e) AurHORITY TOo MODIFY OR RESCIND.—
Any Taxpayer Assistance Order issued by
the Ombudsman under this section may be
modified or rescinded only by the Ombuds-
man, a district director, or superiors of such
director.

“(d) SUSPENSION OF RUNNING OF PERIOD OF
LimrTaTion.—The running of any period of
limitation with respect to any action de-
scribed in subsection (b) shall be suspended
for—

“(1) the period beginning on the date of
the taxpayer’'s application under subsection
(a) and ending on the date of the Ombuds-
man’s decision with respect to such applica-
tion, and

“(2) any period specified by the Ombu.s-
man in a Taxpayer Assistance Order.

“(e) INDEPENDENT ACTION OF OMBUDSMAN.—
Nothing in this section shall prevent the
Ombudsman from taking any action in the
absence of an application under subsection
(a).

“(f) OmeUDsMAN.—For purposes of this
section, the term ‘Ombudsman’ includes any
designee of the Ombudsman.”

(b) CLERICAL AMENDMENT.—The table of
sections for subchapter A of chapter 80 of
the 1986 Code is amended by adding at the
end thereof the following new item:

“Sec, 7811, Taxpayer Assistance Orders.”

(¢) IssUANCE oF REGULATIONS.—The Secre-
tary of the Treasury or the Secretary’s dele-
gate shall issue such regulations as the Sec-
retary deems necessary within 90 days of
the date of the enactment of this Act in
order to carry out the purposes of section
7811 of the 1986 Code (as added by this sec-
tion) and to ensure taxpayers uniform
access to administrative procedures.

(d) EFrFrFeECTIVE DaTE.—The amendments
made by this section shall take effect on the
date of the enactment of this Act.

SEC. 768. OFFICE OF INSPECTOR GENERAL.

(a) INn GENERAL.—Paragraph (1) of section
2 of the Inspector General Act of 1978 (6
U.S.C. App. 3) (relating to the purpose and
establishment of offices of inspector general
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and the departments and agencies involved)
is amended to read as follows:

“(1) to conduct and supervise audits and
investigations relating to the programs and
operations of the establishments listed in
section 11(2);",

(b) AppiTioN oF DEPARTMENT OF THE
TREASURY TO LIST OF COVERED ESTABLISH-
MENTS.—Section 11 of such Act (relating to
definitions) is amended—

(1) by striking out “or Transportation” in
paragraphs (1) and (2) and inserting in lieu
thereof “Transportation, or the Treasury”,

(2) by inserting “or the Commissioner of
Internal Revenue” before “as the case may
be”, and

(3) by inserting “Internal Revenue Serv-
ice” before “as the case may be".

(¢) TRANSFER OF EXISTING AUDIT AND IN-
VESTIGATION Unirs.—Paragraph (1) of sec-
tion 8(a) of such Act (relating to transfer of
functions) is amended—

(1) by redesignating subparagraphs (I),
J), (K), (L), (M), and (N) as subparagraphs
(K‘Ji. (L), (M), (N), (O), and (P), respectively,
an

(2) by inserting after subparagraph (H)
the following new subparagraphs:

“(I) of the Department of the Treasury,
the office of that department referred to as
the ‘Office of Inspector General’, and, not-
withstanding any other provision of law,
that portion of each of the offices of that
department referred to as the ‘Office of In-
ternal Affairs, Bureau of Alcohol, Tobacco,
and Firearms’, the ‘Office of Internal Af-
fairs, United States Customs Service’, and
the 'Office of Inspections, United States
Secret Service' which is engaged in internal
audit activities;

“(J) of the Department of the Treasury,
in the Internal Revenue Service of such de-
partment, the office of that service referred
to as the 'Office of Assistant Commissioner
(Inspection), Internal Revenue Service',”.,

(d) SpeciaL ProvisionNs ReLaTING To De-
PARTMENT OF THE TREASURY.—The Inspector
General Act of 1978 is amended by inserting
after section 8A the following new section:

“SPECIAL PROVISIONS REGARDING THE
DEPARTMENT OF THE TREASURY

“Sgc. 8B, (a) In carrying out the duties
and responsibilities specified in this Act, the
Inspector General of the Department of the
Treasury shall have oversight responsibility
for the internal investigations performed by
the Office of Internal Affairs of the Bureau
of Alcohol, Tobacco and Firearms, the
Office of Internal Affairs of the United
States Customs Service, and the Office of
Inspections of the United States Secret
Service. The head of each such office shall
report to the Inspector General the signifi-
cant investigative activities being carried
out by such office.

“(b) Notwithstanding subsection (a), the
Inspector General of the Department of the
Treasury may conduct an investigation of
any officer or employee of such Department
(other than the Internal Revenue Service)

if—

(1) the Secretary of the Treasury or the
Deputy Secretary of the Treasury requests
the Inspector General to conduct an investi-
gation;

“(2) the investigation concerns senior offi-
cers or employees of the Department of the
Treasury, including officers appointed by
the President, members of the Senior Exec-
utive Service, and individuals in positions
classified at grade GS-15 of the General
Schedule or above or classified at a grade
equivalent to such grade or above such
equivalent grade; or
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“(3) the investigation involves alleged no-
torious conduct or any other matter which,
in the opinion of the Inspector General, is
especially sensitive or of departmental sig-
nificance.

“¢e) If the Inspector General of the De-
partment of the Treasury initiates an inves-
tigation under subsection (b), and the offi-
cer or employee of the Department of the
Treasury subject to investigation is em-
ployed by or attached to a bureau or service
referred to in subsection (a), the Inspector
General may provide the head of the office
of such bureau or service referred to in sub-
section (a) with written notice that the In-
spector General has initiated such an inves-
tigation. If the Inspector General issues a
notice under the preceding sentence, no
other investigation shall be initiated into
the matter under investigation by the In-
spector General and any other investigation
of such matter shall cease.

“(d)(1) Notwithstanding the last two sen-
tences of section 3(a), the Inspector General
of the Department of the Treasury and the
Inspector General of the Internal Revenue
Service shall be under the authority, direc-
tion, and control of the Secretary of the
Treasury and the Commissioner of Internal
Revenue, respectively, with respect to audits
or investigations, or the issuance of subpe-
nas, which require access to information
concerning—

“(A) ongoing criminal investigations or
proceedings;

“(B) sensitive undercover operations;

“(C) the identity of confidential sources,
including protected witnesses;

“(D) deliberations and decisions on policy
matters, including documented information
used as a basis for making policy decisions,
the disclosure of which could reasonably be
expected to have a significant influence on
the economy or market behavior;

“(E) intelligence or counterintelligence
matters; or

“(F) other matters the disclosure of which
would constitute a serious threat to national
security or to the protection of any person
or property authorized protection by section
3056 of title 18, United States Code, section
202 of title 8, United States Code, or any
provision of the Presidential Protection As-
sistance Act of 1976 (18 U.S.C. 3056 note;
Public Law 94-524).

“(2) With respect to the information de-
scribed in paragraph (1), the Secretary of
the Treasury or the Commissioner of Inter-
nal Revenue may prohibit the Inspector
General of the Department of the Treasury
or the Inspector General of the Internal
Revenue Service, respectively, from initiat-
ing, carrying out, or completing any audit or
investigation, or from issuing any subpena,
after such Inspector General has decided to
initiate, carry out, or complete such audit or
investigation or to issue such subpena, if the
Secretary or the Commissioner determines
that such prohibition is necessary to pre-
serve the confidentiality of or prevent the
disclosure of any information described in
paragraph (1).

“{3)A) If the Secretary of the Treasury
exercises any power under paragraph (1) or
(2), the Secretary of the Treasury shall
notify the Inspector General of the Depart-
ment of the Treasury in writing of such ex-
ercise, Within 30 days after receipt of any
such notice, the Inspector General of the
Department of the Treasury shall transmit
a copy of such notice to the Committee on
Governmental Affairs of the Senate, the
Committee on Government Operations of
the House of Representatives, the Commit-
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tee on Finance of the Senate, the Commit-
tee on Ways and Means of the House of
Representatives, and the Joint Committee
on Taxation, together with any comments
the Inspector General deems appropriate,

“{B) If the Commissioner of Internal Rev-
enue exercises any power under paragraph
(1) or (2), the Commissioner shall notify the
Inspector General of the Internal Revenue
Service in writing of such exercise. Within
30 days after receipt of such notice, the In-
spector General shall transmit a copy of
such notice to the Committee on Govern-
mental Affairs and the Committee on Fi-
nance of the Senate and to the Committee
on Government Operations and the Com-
mittee on Ways and Means of the House of
Representatives.

“(e) In addition to the standards pre-
seribed by the first sentence of section 3(a),
the Inspector General of the Internal Reve-
nue Service shall at the time of appoint-
ment be in a career reserved position in the
Senior Executive Service in the Internal
Revenue Service as defined under section
3132(a)X8) of title 5, United States Code,
with demonstrated ability in investigative
techniques or internal audit functions with
respect to the programs and operations of
the Internal Revenue Service.

“(fX1) In addition to the duties and re-
sponsibilities specified in this Act, the In-
spector General of the Internal Revenue
Service shall perform such duties and exer-
cise such powers as may be prescribed by
the Commissioner of Internal Revenue, to
the extent such duties and powers are not
inconsistent with the purposes of this Act.

“(2) No audit or investigation conducted
by the Inspector General of the Depart-
ment of the Treasury or the Inspector Gen-
eral of the Internal Revenue Service shall
affect a final decision of the Secretary of
the Treasury or his designee made pursuant
to section 6201 of the Internal Revenue
Code of 1986 or described in section 6406 of
such Code.”

(e) DiscLoSURE OF TAX RETURNS AND
RETURN INFORMATION.—Section 5(eX3) of
the Inspector General Act of 1978 is amend-
ed by striking out “Nothing” in the first
sentence and inserting in lieu thereof
“Except to the extent provided in section
6103(f) of the Internal Revenue Code of
1986, nothing”,

(f) CoONFORMING AMENDMENT.—Section
5315 of title 5, United States Code (relating
to positions of level IV) is amended by
adding at the end thereof the following new
items;

“Inspector General, Department of the
Treasury.

“Inspector General,
Service."

(g) EfFEcTIVE DATE.—The amendments
made by this section shall take effect on the
date of the enactment of this Act.

SEC. 769. BASIS FOR EVALUATION OF INTERNAL
REVENUE SERVICE EMPLOYEES.

(a) IN GeENEraL.—The Internal Revenue
Service shall not use records of tax enforce-
ment results—

(1) to evaluate enforcement officers, ap-
peals officers, or reviewers, or

(2) to impose or suggest production quotas
or goals.

(b) ArpricaTiION OF IRS PoLICY STATE-
MENT.—The Internal Revenue Service shall
not be treated as failing to meet the require-
ments of subsection (a) if the Service fol-
lows the policy statement of the Service re-
garding employee evaluation (as in effect on
the date of the enactment of this Act) in a

Internal Revenue
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manner which does not violate subsection
(a).

(c) CeErTIFICATION.—Each district director
shall certify quarterly by letter to the Com-
missioner of Internal Revenue that tax en-
forcement results are not used in a manner
prohibited by subsection (a).

(c) ErFecTIVE DaATE.—The provisions of
this section shall apply to evaluations con-
ducted on or after the date of the enact-
ment of this Act.

SEC. 770. PROCEDURES RELATING TO INTERNAL
REVENUE SERVICE REGULATIONS,

(a) INn GENERAL.—Section 7805 of the 1986
Code (relating to rules and regulations) is
amended by adding at the end thereof the
following new subsections:

*"(e) TEMPORARY REGULATIONS.—

“(1) IssvaNceE.—Any temporary regulation
issued by the Secretary shall also be issued
as a proposed regulation.

“(2) 2-YEAR DURATION.—ANY temporary
regulation shall expire within 2 years after
the date of issuance of such regulation.

“(f) IMpAcT OF REGULATIONS ON SMALL
BusiNEss REVIEWED.—After the publication
of any proposed regulation or before the
promulgation of any final regulation by the
Secretary, the Secretary shall submit such
regulation to the Administrator of the
Small Business Administration for comment
on the impact of such regulation on small
business. The Administrator shall have 4
weeks from the date of submission to re-
spond.”

(b) Efrective Date.—The provisions of
this section shall apply to any regulation
issued after the date of the enactment of
this Act.

SEC. 771. CONTENT OF TAX DUE AND DEFICIENCY
NOTICES.

(a) IN GENERAL—Chapter 77 of the 1986
Code (relating to miscellaneous provisions),
as amended by section T65(a), is further
amended by adding at the end thereof the
following new section:

“SEC. 7521. CONTENT OF TAX DUE AND DEFICIENCY
NOTICES.

“Any tax due notice or deficiency notice,
including notices described in sections 6155,
6212, and 6303, shall describe the basis for,
and identify the amounts (if any) of, the tax
due, interest, additional amounts, additions
to the tax, and assessable penalties included
in such notice. An inadequate description
under the preceding sentence shall not in-
validate such notice.”

(b) CLERICAL AMENDMENT.—The table of
sections for chapter 77 of the 1986 Code, as
amended by section 765(¢), is further
amended by adding at the end thereof the
following new item:

“Sec. 7521. Content of tax due and deficien-
cy notices.”

(e) ErFeEcTIVE DaATE—The amendment
made by subsection (a) shall apply to mail-
ings made after the date which is 180 days
after the date of enactment of this Act.

SEC. 772 INST;;LMENT PAYMENT OF TAX LIABIL-

(a) IN GeENERAL.—Subchapter A of chapter
62 of the 1986 Code (relating to place and
due date for payment of tax) is amended by
adding at the end thereof the following new
section:

“SEC. 6159. AGREEMENTS FOR PAYMENT OF TAX LI-
ABILITY IN INSTALLMENTS.

“(a) AUTHORIZATION OF AGREEMENTS.—The
Secretary is authorized to enter into written
agreements with any taxpayer under which
such taxpayer is allowed to satisfy liability
for payment of any tax in installment pay-
ments if the Secretary determines that such
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agreement will facilitate collection of such
liability.

“(b) ExTENT To WHICH AGREEMENTS
REMAIN IN EFFECT.—

“(1) IN GENERAL.—EXcept as otherwise pro-
vided in this subsection, any agreement en-
tered into by the Secretary under subsec-
tion (a) shall remain in effect for the term
of the agreement.

*(2) INADEQUATE INFORMATION OR JEOP-
ARDY,—The Secretary may terminate any
agreement entered into by the Secretary
under subsection (a) if—

“(A) information which the taxpayer pro-
vided (upon request of the Secretary) to the
Secretary prior to the date such agreement
was entered into was inaccurate or incom-
plete, or

“(B) the Secretary believes that collection
of any tax to which an agreement under
this section relates is in jeopardy.

*(3) SUBSEQUENT CHANGE IN FINANCIAL CON-
DITIONS.—

“(A) IN GENERAL.—If the Secretary makes
a determination that the financial condition
of a taxpayer with whom the Secretary has
entered into an agreement under subsection
(a) has significantly changed, the Secretary
may alter, modify, or terminate such agree-
ment.

“(B) NoTtIcE.—Action may be taken by the
Secretary under subparagraph (A) only if—

“(i) notice of such determination is provid-
ed to the taxpayer no later than 30 days
prior to the date of such action, and

“(ii) such notice includes the reasons why
the Secretary believes a significant change
in the financial condition of the taxpayer
has occurred.

“(4) FAILURE TO PAY AN INSTALLMENT OR
ANY OTHER TAX LIABILITY WHEN DUE OR TO
PROVIDE REQUESTED FINANCIAL INFORMA-
TION.—The Secretary may alter, modify, or
terminate an agreement entered into by the
Secretary under subsection (a) in the case of
the failure of the taxpayer—

“(A) to pay any installment at the time
such installment payment is due under such
agreement,

‘“(B) to pay any other tax liability at the
time such liability is due, or

“(C) to provide a financial condition
update as requested by the Secretary.”

(b) CONFORMING AMENDMENTS.—

(1) Paragraph (1) of section 6601(b) of the
1986 Code (relating to last day prescribed
for payment) is amended by inserting “or
any installment agreement entered into
under section 6159 after ‘“‘time for pay-
ment’.

(2) The table of sections for subchapter A
of chapter 62 of the 1986 Code is amended
by adding at the end thereof the following
new item:

“Sec. 6159. Agreements for payment of tax
liability in installments.”

(¢) EFrFECTIVE DATE—The amendments
made by this section shall apply to agree-
ments entered into after the date of the en-
actment of this Act.

SEC. 773. ASSISTANT COMMISSIONER FOR TAXPAY-
ER SERVICES.

(a) INn GENERAL.—Section 7802 of the 1986
Code (relating to Commissioner of Revenue;
Assistant Commissioner (Employee Plans
and Exempt Organizations) is amended by
adding at the end thereof the following new
subsection:

“(¢) AssSISTANT COMMISSIONER (TAXPAYER
Services).—There is established within the
Internal Revenue Service an office to be
known as the ‘Office for Taxpayers Sery-
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ices’ to be under the supervision and direc-
tion of an Assistant Commissioner of the In-
ternal Revenue. The Assistant Commission-
er shall be responsible for telephone, walk-
in, and educational services, and the design
and production of tax and informational
forms.”

{b) AnnvaL ReporTs To CoNGRESS.—The
Assistant Commissioner (Taxpayer Services)
and the Taxpayer Ombudsman for the In-
ternal Revenue Service shall jointly make
an annual report regarding the quality of
taxpayer services provided. Such report
shall be made to the Committee on Finance
of the Senate and the Committee on Ways
and Means of the House of Representatives.

(c) EFrFrFecTIVE DATE.—The amendment
made by subsection (a) shall take effect on
the date of the enactment of this Act.

Subpart B—Levy and Lien Provisions
SEC. 774. LEVY AND DISTRAINT.

{a) Norice.—Section 6331(d) of the 1986
Code (relating to levy and distraint) is
amended—

(1) by striking out *‘10 days” in paragraph
(2) and inserting in lieu thereof 30 days",

(2) by striking out “10-pAY REQUIREMENT"
in the heading of paragraph (2) and insert-
ing in lieu thereof “30-DAY REQUIREMENT',
and

(3) by adding at the end thereof the fol-
lowing new paragraph:

“(4) INFORMATION INCLUDED WITH NOTICE.—
The notice required under paragraph (1)—

“(A) shall cite the sections of this title
which relate to levy on property, sale of
property, release of lien on property, and re-
demption of property, and

*(B) shall include a description of—

“(i) the provisions of this title relating to
levy and sale of property,

“(ii) the procedures applicable to the levy
and sale of property under this title,

“(iii) the administrative appeals available
to the taxpayer with respect to such levy
and sale and the procedures relating to such
appeals,

“(iv) the alternatives available to taxpay-
ers which could prevent levy on the proper-
ty (including installment agreements under
section 6159),

“(v) the provisions of this title relating to
redemption of property and release of liens
on property, and

“(vi) the procedures applicable to the re-
demption of property and the release of a
lien on property under this title.”

(b) EFFECT OF LEVY ON SALARY AND
WAGES.—

(1) IN GENERAL.—Subsection (e) of section
6331 of the 1986 Code (relating to levy and
distraint) is amended to read as follows:

“(e) CONTINUING LEVY ON SALARY AND
Waces.—The effect of a levy on salary or
wages payable to or received by a taxpayer
shall be continuous from the date such levy
is first made until such levy is released
under section 6343."

(2) Cross REFERENCE.—Section 6331(f) of
the 1986 Code (relating to cross references)
is amended by adding at the end thereof the
following new paragraph:

“(3) For release and notice of release of
levy, see section 6343.”

(c) PROPERTY EXEMPT FROM LEVY.—

(1) FUEL, PROVISIONS, FURNITURE, PERSONAL
EFFECTS, BOOKS, TOOLS, AND MACHINERY.—Sec-
tion 6334 of the 1986 Code (relating to prop-
erty exempt from levy) is amended by
adding at the end thereof the following new
subsection:

“(e) ADJUSTMENTS FOR INFLATION FOR CER-
TAIN PROPERTY.—In the case of calendar
years 1989 and 1990, each dollar amount
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contained in paragraphs (2) and (3) of sub-
section (a) shall be increased by an amount
equal to—

“(1) such dollar amounts, multiplied by

“(2) the cost-of-living adjustment deter-
mined under section 1(fX3) for the calendar
Vear.

In the case of any calendar year after 1990,
such dollar amounts shall be such dollar
amounts in effect in 1990.”

(2) WAGES, SALARY, AND OTHER INCOME.—

(A) INCREASE IN AMOUNT EXEMPT.—Para-
graph (1) of section 6334(d) of the 1986
Code (relating to exempt amount of wages,
salary, or other income) is amended to read
as follows:

“(1) INDIVIDUALS ON WEEKLY BASIS,—In the
case of an individual who is paid or receives
all of his wages, salary, and other income on
a weekly basis, the amount of the wages,
salary, and other income payable to or re-
ceived by him during any week which is
exempt from levy under subsection (a)}9)
shall be the exempt amount.”

(B) EXEMPT AMOUNT DEFINED.—Subsection
(d) of section 6334 of the 1986 Code (relat-
ing to property exempt from levy) is amend-
ed by redesignating paragraph (2) as para-
graph (3) and by inserting after paragraph
(1) the following new paragraph:

“(2) ExEMPT AMOUNT.—For purposes of
paragraph (1), the term ‘exempt amount'
means an amount equal to—

“(A) the sum of—

“(i) the standard deduction, and

“(ii) the aggregate amount of the deduc-
tions for personal exemptions allowed the
taxpayer under section 151 in the taxable
year in which such levy occurs, divided by

“(B) b2."

(3) PROPERTY EXEMPT IN ABSENCE OF AP-
PROVAL OR JEOPARDY.—

(A) IN GENERAL.—Subsection (a) of section
6334 of the 1986 Code (relating to property
exempt from levy) is amended by adding at
the end thereof the following new para-
graph:

'(12) PROPERTY EXEMPT IN ABSENCE OF CER-
TAIN APPROVAL OR JEOPARDY.—EXcept to the
extent provided in subsection (f)—

“(A) the principal residence of the taxpay-
er (within the meaning of section 1034), and

‘(B) any tangible personal property essen-
tial in carrying on the trade or business of
the taxpayer, but only if levy on such tangi-
ble personal property would prevent the
taxpayer from carrying on such trade or
business.”

(B) LEVY PERMITTED IN CASE OF JEOPARDY
OR APPROVAL BY CERTAIN OFFICIALS.—Section
6334 of the 1986 Code, as amended by para-
graph (1), is amended by adding at the end
thereof the following new subsection:

“f) LEvy ALLOWED ON CERTAIN PROPERTY
IN CASE OF JEOPARDY OR CERTAIN APPROV-
aL.—Property described in subsection (a)(12)
shall not be exempt from levy if—

“(1) a district director or assistant district
director of the Internal Revenue Service
personally approves (in writing) the levy of
such property, or

*“(2) the Secretary finds that the collec-
tion of tax is in jeopardy.”

(d) UneconomMicaL LEvyY; LEVY ON APPEAR-
ANCE DATE oF Summons.—Section 6331 of
the 1986 Code (relating to levy and dis-
traint) is amended by redesignating subsec-
tion (f) as subsection (h) and by inserting
after subsection (e) the following new sub-
sections:

“(f) UNEcONOMICAL LEVY.—No levy may be
made on any property if the amount of the
expenses which the Secretary estimates (at
the time of levy) would be incurred by the
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Secretary with respect to the levy and sale
of such property exceeds the fair market
value of such property at the time of levy.

“(g) LEVY oN APPEARANCE DATE oF SumMm-
MONS.—

“(1) IN GENERAL.—NO levy may be made on
the property of any person on any day on
which such person (or officer or employee
of such person) is required to appear in re-
sponse to a summons issued by the Secre-
tary for the purpose of collecting any un-
derpayment of tax.

“(2) No APPLICATION IN CASE OF JEOPARDY,—
This subsection shall not apply if the Secre-
tary finds that the collection of tax is in
jeopardy."”

(e) SURRENDER OF BANK ACCOUNTS SUBJECT
TO LEVY ONLY AFTER 21 DAYS.—

(1) IN GENERAL.—Section 6332 of the 1986
Code (relating to surrender of property sub-
ject to levy) is amended by redesignating
subsections (e¢), (d), and (e) as subsections
(d), (e), and (f), respectively, and by insert-
ing after subsection (b) the following new
subsection:

“(c) SpEcIAL RULE FOR BANKS.—Any bank
(as defined in section 408(n)) shall surren-
der (subject to an attachment or execution
under judicial process) any deposits (includ-
ing interest thereon) in such bank only
after 21 days after service of levy."”

(2) CONFORMING AMENDMENTS,—

(A) Subsection (a) of section 6332 of the
1986 Code is amended by striking out “‘sub-
section (b)" and inserting in lieu thereof
“subsections (b) and (¢)”

(B) Subsection (e) of section 6332 of the
1986 Code, as redesignated by subsection
(a), is amended by striking out “subsection
(¢)(1)" and inserting in lieu thereof “subsec-
tion (d)}(1)”

(f) RELEASE OF LEvy.—Subsection (a) of
section 6343 of the 1986 Code (relating to
release of levy) is amended to read as fol-
lows:

“(a) RELEASE OF LEVY AND NOTICE OF RE-
LEASE.—

“(1) INn GENERAL.—Under regulations pre-
scribed by the Secretary, the Secretary shall
release the levy upon all, or part of, the
property or rights to property levied upon
and shall promptly notify the person upon
whom such levy was made (if any) that such
levy has been released if—

“(A) the liability for which such levy was
made is satisfied or becomes unenforceable
by reason of lapse of time,

*“{B) release of such levy will facilitate the
collection of such liability,

“(C) the taxpayer has entered into an
agreement under section 6159 to satisfy
such liability by means of installment pay-
ments, unless such agreement provides oth-
erwise,

‘(D) the Secretary has determined that
such levy is creating an economic hardship
due to the financial condition of the taxpay-
€r, or

“(E) the fair market value of the property

exceeds such liability and release of the levy
on a part of such property could be made
without hindering the collection of such li-
ability.
For purposes of subparagraph (C), the Sec-
retary is not required to release such levy if
such release would jeopardize the secured
creditor status of the Secretary.

“(2) SuBsEQUENT LEVY.—The release of
levy on any property under paragraph (1)
shall not prevent any subsequent levy on
such property.”

(g) EFfrFecTIVE DATE.—The amendments
made by this section shall apply to levies
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issued 90 days after the date of the enact-

ment of this Act.

SEC. 775. REVIEW OF JEOPARDY LEVY AND ASSESS-
MENT PROCEDURES.

(a) In GENERAL.—Subsection (a)(1) of sec-
tion 7429 of the 1986 Code (relating to
review of jeopardy assessment procedures)
is amended—

(1) by inserting “or levy is made under sec-
tion 6331(a) less than 30 days after notice
and demand for payment is made under sec-
tion 6331(a),” after “6862,", and

(2) by inserting “or levy" after “such as-
sessment’’.

(b) ADMINISTRATIVE DETERMINATIONS.—
Paragraph (3) of section 7429(a) of the 1986
Code (relating to redetermination by the
Secretary) is amended to read as follows:

“(3) REDETERMINATION BY SECRETARY.—
After a request for review is made under
paragraph (2), the Secretary shall deter-
mine—

“(A) whether or not—

“(i) the making of the assessment under
section 6851, 6861, or 6862, as the case may
be, is reasonable under the circumstances,
and

“(ii) the amount so assessed or demanded
as a result of the action taken under section
6851, 6861, or 6862 is appropriate under the
circumstances, or

“(B) whether or not the levy described in
subsection (a)(1) is reasonable under the cir-

(¢) Tax CourT REVIEW JURISDICTION.—
Subsection (b) of section 7429 of the 1986
Code is amended to read as follows:

“(b) JUDICIAL REVIEW,.—

“(1) PROCEEDINGS PERMITTED.—Within 90
days after the earlier of —

“(A) the day the Secretary notifies the
taxpayer of the Secretary’'s determination
described in subsection (a)(3), or

‘“(B) the 16th day after the request de-
scribed in subsection (a)(2) was made,
the taxpayer may bring a civil action
against the United States for a determina-
tion under this subsection in the court with
jurisdiction determined under paragraph
(2).

(2) JURISDICTION FOR DETERMINATION.—

“(A) IN GENERAL—Except as provided in
subparagraph (B), the district courts of the
United States shall have exclusive jurisdic-
t